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PREFACE. 


This  volume  contains  the  result  of  a  two  months'  study  made  in 
Europe,  with  Government  officials  of  England,  France,  Austria,  and 
Germany,  with  scientific  students  of  economics  and  other  publicists, 
and  with  people  connected  with  industrial  combinations.  This  study 
on  the  ground  has  been  supplemented  by  a  careful  review  of  much  of 
the  European  literature  on  industrial  combinations. 

While  an  effort  has  been  made  to  consider  practically  all  the  main 
authorities,  especial  mention  should  be  made  of  R.  Liefmann,  "Die 
Unternehmerverbande  (Konventionen-Kartelle),  ihr  Wesen  und  ihre 
Bedeutung;"  the  special  report  "Uber  wirtschaftliche  Kartelle  in 
Deutschland  und  iin  Auslanae,"  made  by  the  Verein  fur  Socialpolitik 
and  published  in  their  publications  for  189-i,  volume  60;  also  a  special 
report  on  combinations  made  by  the  Chamber  of  Commerce  of  Prague 
in  1896  (Denkschrift  der  Handels-  und  Gewerbekammer  in  Prag  .... 
in  Betreff  der  staatlichen  Regelung  des  Cartellwesens,  and  a  report 
accompanying.)  These  volumes  have  been  used  so  freely  in  parts 
that  it  is  probable  that  not  all  cases  are  cited,  although  many  citations 
will  be  found.  For  the  countries  not  visited,  the  above-mentioned 
publications  of  the  Verein  fiir  Socialpolitik;  Janshul's  "Industrial 
Syndicates,"  a  Russian  book  compiled  b}'  Professor  Janshul  under 
the  direction  of  the  Russian  minister  of  finance;  and  the  United 
States  Special  Consular  Report  on  "Trusts  and  Trade  Combinations 
in  Europe,"  Volume  XXI,  Part  III,  have  been  chiefh*  used,  as  will  be 
indicated  by  special  citations. 

It  is  a  pleasure  to  express  appreciation  of  the  cordial  aid  granted 
by  many  persons  in  furtherance  of  the  investigation.  Not  only  did 
scientific  students  of  economics  and  publicists  give  their  opinions  and 
furnish  information  freely,  but  Government  officials  put  official  mate- 
rial at  our  disposal,  and  business  men  without  exception  gave  liberally 
of  their  valuable  time  to  explain  their  methods  of  organization  and 
work.  They  also  furnished  a  large  part  of  the  most  valuable  material, 
in  the  shape  of  reports  and  statistical  data,  which  in  some  cases  were 
especially  compiled  for  this  report.  When  it  was  explained  that  the 
information  sought  was  not  for  competitive  business  use,  but  for 
scientific  purposes  to  furnish  data  for  the  Government,  from  which 
possible  aid  for  legislation  could  be  secured,  all  possible  assistance 
was  freel}'  given.  Without  such  aid  the  report  must  have  been  very 
much  less  complete. 

JEREMIAH  W.  JENKS. 
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I. 

INDUSTRIAL  COMBINATIONS  IN  EUROPE. 


CHAPTER  I. 
INTRODUCTION  AND  SUMMARY. 

The  situation  regarding  industrial  combinations  in  Europe  probably  justifies  the 
following  conclusions  regarding  the  nature  and  results  of  industrial  combinations 
there,  and  European  experience  suggests  certain  thoughts  applicable  to  the  situation 
in  the  United  States. 

EXTENT  OF  COMBINATIONS. 

There  is  a  strong  tendency  toward  the  formation  of  industrial  combinations  every- 
where in  Europe.  In  Germany  it  is  probable  that  the  movement  has  extended  as 
far  as  in  the  United  States;  and  that  the  combinations  there,  speaking  generally, 
exert  as  great  power  over  prices,  over  wages,  and  in  other  directions  as  they  do  here. 
The  plan  of  organization,  however,  as  appears  from  the  report,  is  materially  different. 
In  most  cases  the  German  combinations  are  made  simply  by  contracts  between  inde- 
pendent establishments  regarding  output,  prices,  etc.,  instead  of  the  form  being  that 
of  a  single  large  corporation.  In  practically  all  of  the  important  cases,  however, 
the  central  control,  owing  to  the  favorable  attitude  of  the  German  Government  and 
law  courts  and  public  opinion,  is  complete  enough  to  give  full  power  of  direction. 

In  Austria  the  situation  is  nearly  the  same,  so  far  as  the  extent  and  power  of 
the  combinations  are  concerned.  On  the  other  hand,  there  is  more  disapproval  of 
the  combinations  on  the  part  of  the  public,  and  three  decisions  of  the  courts  made 
within  the  last  three  years,  which  render  the  contracts  among  the  different  parties 
to  the  combination  non-enforceable,  seem  to  have  weakened  in  many  respects  the 
strength  of  the  combinations  within  themselves.  So  far  these  decisions  have  pro- 
duced little  effect,  but  it  is  practically  certain  that  if  this  attitude  of  the  courts  is  not 
changed  an<l  if  there  is  no  new  legislation  the  combinations  will  be  likely  to  take  on 
a  new  form  in  certain  particulars. 

In  England  the  movement  toward  combination  has  not  gone  so  far  as  in  either 
Austria  or  Germany.  There  were  in  earlier  days  very  many  local  combinations  to 
keep  vip  price*,  and  in  sonic  cases  these  rings  have  proved  very  successful.  Within 
the  last  three  years,  however,  a  very  active  movement  toward  the  concentration  of 
industry  into  large  single  corporations,  quite  after  the  form  which  has  been  common 
in  the  United  States,  may  lie  observed.  Nearly  all  of  the  feeling  that  one  notes  in 
England  on  this  subject  has  reference  to  the  later  <rrcat  corporations  formed  by  the 
buying  up  of  many  different  establishments  in  the  same  line  of  business,  corporations 
that  through  combination  have  succeeded  in  acquiring  in  many  particulars  a  good 
degree  of  monopolistic  control. 
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In  France  one  finds  the  movement  toward  combination  much  less  pronounced 
than  in  any  of  the  countries  mentioned  before.  The  reasons  for  this  are  perhaps  two: 
first,  France  is  less  developed  industrially  than  the  other  three  countries,  especially 
England  and  Germany,  and  as  French  industry  has  not  yet  entered  so  much  into 
international  competition  as  has  been  the  case  in  other  countries,  the  same  pressure 
toward  the  savings  and  toward  the  added  power  that  came  from  combination  has 
not  been  felt.  In  the  second  place,  the  French  criminal  code  is  very  severe  against 
fraudulent  or  monopolistic  attempts  to  control  the  market.  This  code  was  doubtless 
passed  with  reference  to  conditions  entirely  different  from  those  now  existing,  but 
if  a  combination  should  apparently  be  able  to  increase  prices,  and  should  attempt  to 
do  so,  its  officers  might  be  in  danger  of  imprisonment.  In  consequence,  while  the 
movement  toward  combination  is  very  evident,  the  managers  of  combinations  are 
much  less  inclined  to  let  their  movements  appear  in  public.  The  combinations  in 
France,  also,  with  few  exceptions,  are  less  firm  in  their  method  of  organization,  much 
more  being  made  dependent  upon  mere  verbal  agreements. 

THE  FORMS  OF  COMBINATION. 

The  form  which  the  combinations  take  in  every  country  seems  to  be  partly  a  result 
of  the  business  habits  of  the  country,  partly  a  result  of  legislation  or  lack  of  legis- 
lation. 

In  practically  all  places  the  combinations  start  by  simple  agreements  among  dif- 
ferent establishments  to  sell  at  a  uniform  price,  or  to  make  no  effort  to  secure  the 
patronage  of  the  customers  of  one  another,  or — another  manifestation  of  the  same 
plan — to  divide  territory  among  themselves.  In  most  instances,  particularly  if  there 
are  many  members  of  the  combination,  it  will  be  found  that  some  are  not  faithfully 
living  up  to  their  agreements,  and  an  effort  is  then  made  to  secure  a  firmer  union. 
Wherever  the  courts  will  hold  legal  an  agreement  for  limiting  product  or  for  uni- 
form prices,  the  more  natural  and  usual  form  is  for  such  contracts  to  be  put  into  writ- 
ing, with  a  penalty  for  breach  of  contract. 

In  order  to  avoid  the  necessity  of  litigation,  it  is  very  common  for  deposits  of 
securities  to  be  made  by  each  participant  to  the  agreement,  with  the  understanding 
that  if  the  contract  is  violated  the  deposit  will  be  forfeited.  If  the  laws  of  the 
country,  however,  as  enforced  by  the  courts,  hold  such  contracts  illegal  and  contrary 
to  public  policy,  so  that  they  can  not  be  enforced,  the  combinations  are  practically 
compelled  to  take  some  other  form,  such  as  that  of  a  single  corporation,  as  in  the 
United  States  and  of  late  in  England,  or  else  to  accomplish  the  same  result  in  some 
other  way.  If  the  agreement  has  to  do  particularly  with  the  regulation  of  price  and 
is  not  intended  to  affect  materially  the  methods  of  manufacture,  it  is  a  common 
practice  in  France,  in  Germany,  and  in  Austria,  as  well  as  in  other  European  coun- 
tries, to  organize  a  selling  bureau  for  all  of  the  establishments,  and  through  this 
selling  bureau,  which  in  itself  may  be  a  separate  corporation,  to  determine  the 
extent  of  the  output  for  each  separate  establishment  and  the  price  that  shall  be 
secured  for  goods.  In  such  cases,  of  course,  the  books  of  the  separate  members  of 
the  combination  are  open  to  the  selling  bureau,  and  the  work  of  the  bureau  is  open 
to  all  of  the  members,  so  as  to  prevent  fraud  of  every  kind. 

On  the  continent  of  Europe  it  is  very  generally  the  case  that  these  combinations 
regarding  prices  and  output  refer  only  to  goods  sold  within  the  country,  and  do  not 
apply  to  sales  for  export.  It  is  possible  to  determine  with  a  reasonable  degree  of 
exactness  the  quantity  of  goods  of  any  kind  that  will  be  consumed  at  a  price  remu- 
nerative to  the  combination  within  the  country  itself;  that  quantity  is  then  fixed,  and 
a  steady,  uniform  price  for  the  whole  country  may  practically  be  established  at  rates 
not  very  oppressive  to  the  consumers  and  at  the  same  time  profitable  to  the  combi- 
nation. Any  additional  spirit  of  enterprise  on  the  part  of  any  of  the  members  has 
to  seek  its  satisfaction  in  foreign  trade. 
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CAUSES  OF  COMBINATION. 

In  practically  all  of  the  countries  the  causes  for  combination  are  substantially  the 
same  as  those  found  in  the  United  States.  The  first  motive  usually  assigned  is  ruin- 
ous competition  carried  to  so  great  an  extent  that  practically  all  are  losing  money. 

The  desire  for  increasing  profits,  of  course,  is  also  satisfied  more  easily  when  great 
economies  can  be  made,  and  it  is  generally  found  that  by  a  combination  savings  of 
various  sorts  can  be  secured.  It  is  to  be  noted,  however,  that  in  Austria,  France, 
and  Germany,  where  the  form  of  combination  is  largely  that  of  simple  agreements 
among  different  establishments,  each  one  of  which  is  managed  independently,  the 
savings  that  come  from  closing  of  the  poorest  establishments,  from  the  better  dis- 
tribution of  products  among  different  establishments,  etc.,  can  not  well  be  secured, 
although  those  which  come  from  lessened  cost  of  selling  are  easily  made.  Members 
of  syndicates  in  the  cases  mentioned  do  not  hesitate  to  acknowledge  that  the  form  of 
combination  into  a  single  corporation  is  more  advantageous  as  regards  many  of  these 
savings,  than  the  form  that  is  more  common  in  their  own  country.  They,  however, 
attribute  their  hesitation  to  adopt  the  more  complete  form  to  the  high  taxation  and 
the  publicity  to  which  corporations  are  subjected,  and  to  the  greater  spirit  of  inde- 
pendence, as  they  claim,  on  the  part  of  their  manufacturers,  who,  they  say,  would 
not  be  willing  to  give  up  the  power  of  independent  management  of  their  own  estab- 
lishments. It  is  probable,  however,  that  they  have  not  yet  felt  the  pressure  of  neces- 
sity to  so  great  an  extent  as  has  been  the  case  with  manufacturers  in  England  and  the 
United  States  on  account  of  the  unwillingness  of  the  courts  in  those  countries  to 
enforce  contracts  that  seem  to  be  in  restraint  of  trade. 

RAILROAD  DISCRIMINATIONS. 

Industrial  combinations  seem  to  have  been  made  throughout  Europe  with  practi- 
cally no  aid  through  discriminating  rates  given  by  the  railroads  or  other  transporta- 
tion agencies.  It  is  true  that  in  practically  all  countries  at  times  certain  special  rates 
have  been  given  to  foster  some  special  industry  in  certain  sections  of  the  country. 
Particularly  is  this  true  where  the  railroads  are  owned  by  the  government,  as  in 
Prussia,  but  even  there  no  discrimination  is  made  between  different  shippers  under 
similar  conditions,  and  the  rate  is  given  rather  as  a  bounty  to  encourage  the  develop- 
ment of  the  industry  or  to  increase  the  export  trade,  instead  of  a  certain  amount  paid 
out  of  the  public  treasury,  as  in  several  of  the  States  of  the  Union  to  foster,  for 
example,  the  beet-sugar  industry.  It  is  possible  that  in  one  or  two  of  the  countries 
there  have  been  slight  discriminations  made  in  individuals  cases,  but  this  has  been 
done  so  rarely  that  it  may  be  said  to  be  of  no  significance  whatever. 

THE  TARIFF. 

Protective  tariffs  do  not  seem  to  have  been  of  special  significance  in  the  formation 
of  industrial  combinations  in  Europe,  although  in  many  cases  the  combination  has 
been  enabled  to  take  advantage  of  the  protective  tariff  in  the  way  of  securing  higher 
prices.  In  free-trade  England  the  combination  movement  seems  to  have  developed 
considerably  further  than  in  protectionist  France;  but,  on  the  other  hand,  the 
movement  toward  combination  has  gone  much  further  in  extent  in  Austria  and 
Germany,  both  protectionist  countries,  than  in  England,  although  in  England  the 
form  of  combination  is  generally  more  complete.  Dr.  Liefmann,  in  an  article,  on 
combinations  in  England,1  expresses  the  opinion  that  the  chief  reason  for  the  lesser 
development  of  monopolistic  combinations  in  England  and  The  continuance  of  severe 
competition  in  branches  of  industry  in  which  in  Germany  there  have  existed  for  a 
long  time  very  rigid  combinations — for  example,  the  coal  industry — is  the  principle 
of  extreme  individualism  in  England,  which  has  a  much  firmer  hold  among  business 

1  Jahrbiicher  fur  Xationalokonomie  und  Statistik,  October,  1900,  p.  434. 
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men,  in  his  judgment,  than  in  Germany;  and  this  appears,  on  the  whole,  to  be  the 
right  conception. 

On  the  other  hand,  there  can  be  no  doubt  that  the  combinations  at  times  make 
use  of  the  tariff.  In  France,  Germany,  and  Austria  the  tariffs  seem  in  general  to 
have  been  levied  with  the  idea  of  furnishing  a  sufficient  protection  against  foreign 
competition  without  placing  them  much  higher  than  was  necessary  to  cover  the 
normal  differences  in  cost  of  production.  The  governments  seem  inclined  to  stand 
firmly  by  their  protective  policy,  and  there  is  no  very  active  hostility  to  it.  In 
consequence,  the  combinations  have  no  fear  of  the  tariff  being  removed  and  their 
industry  killed  by  foreign  competition.  The  manufacturers,  therefore,  who  are 
combined,  as  well  as  those  who  are  outside  of  the  combinations,  expect,  as  they  say, 
to  use  the  advantage  that  has  been  given  them  by  their  Government  as  against 
foreign  competitors.  Herr  Wittgenstein,  the  chief  spirit  in  the  organization  and 
management  of  the  Austrian  iron  combination,  said  a  year  or  so  ago  that  the  Gov- 
ernment having  recognized  the  need  of  the  iron  industry  for  a  tariff  had  levied  it. 
The  combination  intended  to  meet  these  expectations  by  putting  their  prices  as 
high  as  the  tariff  would  under  ordinary  circumstances  permit.  Director  Kestranek, 
of  the  same  combination,  takes  the  same  position.  But  he  goes  farther,  and  urges 
that  the  Austrian  Government  ought  to  place  its  tariff  rates  still  higher,  so  as  to 
guard  against  attacks  on  the  Austrian  market  by  American  combinations  favored  by 
their  tariff.  The  competitive  power  of  the  foreigner,  aided  by  his  tariff,  and  not 
merely  the  difference  in  cost  of  production,  ought  to  be  the  measure  of  the  amount 
of  protection  needed. 

One  of  the  directors  of  the  oil  combination  in  Austria  said  lately,  in  the  same  frank 
way,  that  without  their  protective  tariff  the  Standard  Oil  Company  could  probably 
drive  them  entirely  out  of  business  in  Austria.  The  Government  would  certainly  not 
permit  their  industry  to  be  so  ruined.  With  the  protective  tariff  they  placed  their 
prices  at  such  a  rate  that  they  were  sure  of  making  a  fair  profit  in  Austria;  and  this 
profit  being  secure,  they  had  been  able  to  make  so  much  trouble  for  the  Standard 

011  Company  in  Germany  and  elsewhere  that  they  had  compelled  that  company  to 
divide  the  markets,  not  merely  of  Germany,  but  also  of  two  or  three  other  countries, 
with  them;  a  procedure  which  he  claimed  was  to  the  advantage  of  Austria,  inasmuch 
as  it  was  making  the  Austrian  oil  industry  more  profitable  than  it  could  otherwise 
have  been. 

Likewise  the  managing  director  of  one  of  the  great  iron  combinations  in  France 
has  stated  that,  if  you  wish  to  get  his  course  of  prices  over  a  series  of  years,  the  sim- 
plest way  is  to  take  the  English  trade  papers,  get  the  London  price  of  iron  of  similar 
grade  throughout  the  period,  and  add  to  that  the  freight  from  England  and  the 
French  tariff. 

It  should  be  noted  in  all  of  these  cases  that  the  manufacturers  believed  that  with- 
out their  tariff  their  entire  industry  would  be  ruined  by  foreign  competition;  that 
their  tariff  was  in  itself  not  unreasonable  and  did  not  permit  them  to  take  from  their 
home  consumers  unreasonable  profits;  that,  however,  it  did  enable  them  to  be  per- 
fectly sure  of  good  profits  and  at  times  enabled  them  in  consequence  to  enter  foreign 
markets  by  making  low  prices  there.  In  all  of  the  cases  it  is  probable  that  after  the 
combination  was  made  they  could  have  stood  some  lowering  of  their  tariff  without 
being  driven  out  of  business;  but  it  seems  also  probable  that  in  nearly  all  cases  when 
in  those  countries  protection  is  granted,  an  entire  removal  of  the  tariff  would  have 
curtailed,  if  it  had  not  completely  ruined,  their  business. 

WAGES. 

It  has  ))een  said  that  in  certain  cases  it  is  probable  that  the  desire  to  protect  them- 
selves somewhat  against  the  attacks  of  the  trade  unions  has  been  a  reason  why 
manufacturers  have  entered  into  combinations.  On  the  other  hand,  it  does  not  seem 
to  be  the  case  that  any  reduction  of  wages,  speaking  generally,  has  followed  their 
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organization,  although  in  certain  instances,  as  in  that  of  traveling  salesmen,  the  com- 
binations have  been  able  to  dispense  with  the  services  of  some  workmen.  Often 
since  the  combinations  have  been  formed  wages  have  been  increased.  In  other 
cases  wages  throughout  the  different  branches  of  the  industry  have  been  made  more 
nearly  uniform  than  they  were  while  the  establishments  were  under  different  man- 
agements; and  generally,  so  far  as  one  is  able  to  learn,  the  process  has  been  one 
rather  of  leveling  up  than  of  leveling  down. 

It  is  claimed  also,  notably  perhaps  in  the  case  of  the  coal  and  iron  industries  in 
Continental  Europe,  that  the  combination  has  been  enabled  to  secure  a  much  steadier 
output  than  was  possible  before  the  combinations  were  made.  In  consequence  the 
number  of  workingmen  employed  has  remained  much  more  nearly  uniform,  and 
their  employment  much  more  nearly  continuous  than  before.  It  may  be  that  during 
times  of  special  prosperity  under  the  old  system  more  mines  would  be  opened  and 
more  men  would  be  employed  temporarily,  only  to  be  thrown  out  of  employment 
completely  whenever  the  demand  slackened  somewhat.  During  the  last  two  years 
of  prosperity,  however,  the  German  Coal  Syndicate  has  increased  its  output  more 
rapidly  than  its  rivals  have  increased  theirs.  The  managers  of  the  combinations 
claim  that  their  purpose  is  to  keep  their  business  steady,  free  as  far  as  possible  from 
the  fluctuations  which  often  arise  under  a  competing  system,  and  in  consequence  to 
secure  for  their  workingmen  much  steadier  employment  at  uniform  wages.  The 
results,  in  the  one  or  two  industries  mentioned  at  any  rate,  seem  to  show  that  they 
have  to  a  considerable  extent  realized  their  expectations;  and  although  there  have 
been  some  complainte,  on  the  whole  the  workingmen  seem  to  agree  that  these  results 
have  been  attained.  So  far  as  can  be'  learned,  too,  the  leaders  of  some  powerful  unions 
have  been  in  the  main  working  in  harmony  with  the  managers  of  the  combinations. 

DOMESTIC  PRICES. 

Under  other  headings  the  subject  of  prices  has  been  somewhat  discussed.  It  will 
perhaps  suffice  to  say  here  that  the  managers  of  the  combinations  acknowledge  that 
in  many  instances  they  have  been  enabled  to  secure  prices  somewhat  higher  than 
was  possible  under  the  system  of  ruinous  competition  which  prevailed  before  the 
combination  was  made.  Many  special  instances  are  given  in  the  following  chapters. 
Generally  they  claim  that  their  prices  have  been  more  uniform  than  before.  The 
managers  of  the  coal  syndicate  in  western  Germany  say,  for  example,  that  during 
the  period  of  the  strongest  demand  for  coal  during  the  last  two  years,  judging  from 
earlier  experience,  they  have  held  prices  far  lower  than  would  have  been  the  case 
under  a  system  of  free  competition,  believing  that  this  policy  was  in  the  long  run 
a  wiser  one.  This  plan  would  tend  to  prevent  any  crises  in  the  industry,  with  a  cor- 
responding depression  following.  In  this  claim  they  are  supported  also  by  one  of 
the  Prussian  ministers.  In  other  lines  of  industry  similar  claims  are  made.  Uni- 
formity <>f  price  at  rates  affording  a  secure  profit  seems  to  be  the  end  sought  for 
throughout  Europe,  openly  avowed,  and  to  a  reasonable  extent  attained.  While 
there  arc  certain  savings  which  might  possibly  justify  a  reduction  of  price,  these 
do  not  seem  to  be  emphasi/ed  so  much  on  the  Continent  as  in  either  England  or  the 
United  States,  nor  are  claims  of  reduction  in  prices  so  frequent. 

EXPORT  PRICES. 

As  in  the  United  States  so  in  Euro]**  complaints  are  frequently  heard  that  the 
combinations  sell  for  export  at  rates  lower  than  domestic  prices.  The  combinations 
do  not  deny  the  charge.  They  claim  that  they  must  do  so  if  they  are  to  export  at 
all,  and  that  the  export  business  is  necessary  to  keep  their  works  running  full  time 
and  their  laborers  employed.  When  their  government*  grant  exjM>rt  l>o unties  and 
the  government  railroads  grant  s]»ecial  low  rates  on  exjMirt  iro.xls.  as  appears  fully 
in  the  chapters  on  Austria  and  «Jermany.  we  might  exjH-ct  that  they  would  make 
no  effort  to  conceal  their  low  export  prices.  Indeed,  some  of  the  combinations 
themselves  give  premiums  on  their  goods  exported. 
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ATTITUDE  OF  GOVERNMENTS  TOWARD   INDUSTRIAL  COMBINATIONS. 

Industrial  combinations  in  Europe  do  not  seem  to  have  awakened  the  hostility  in 
any  country  that  is  met  with  in  the  United  States. 

In  England  one  finds  in  the  papers  a  little  expression  of  fear  of  the  newer  large 
corporations.  The  Government  has  taken  no  action  whatever  regarding  them  further 
than  to  pass,  August  8,  1900,  an  amendment  to  the  companies  act,  which  provides 
for  greater  publicity  regarding  the  promotion  and  the  annual  business  of  corpora- 
tions than  before. 

In  France  there  has  been  some  complaint,  especially  against  what  was  believed  to 
be  a  combination  on  the  part  of  the  sugar  refiners,  but  no  general  public  movement. 
One  or  two  cases,  in  the  porcelain  industry  for  one,  have  been  brought  by  compet- 
itors against  the  syndicates,  but  the  decision  of  the  judiciary  was  simply  that  there 
was  no  cause  for  action.  The  complainant  did  not  show  any  increase  in  price,  and 
the  fact  that  a  decrease  in  price  was  likely  to  drive  the  complainant  out  of  business 
did  not  seem  to  the  Government  a  public  menace. 

In  Austria,  as  has  been  said  before,  the  courts  have  held  that  under  a  law  of  1870 
contracts  for  fixing  prices  were  contrary  to  the  public  interest  and  were  non- 
enforceable.  There  has  been  also  much  greater  alarm  apparently  on  the  part  of  the 
public  than  in  either  England  or  France.  Inquiries  into  the  movement  have  been 
made  by  several  chambers  of  commerce,  notably  those  of  Vienna  and  Prague.  The 
Government  instituted  an  inquiry  some  years  ago,  and  in  1897  introduced  a  bill  pro- 
viding for  satisfactory  investigation  and  limitation  of  the  action  of  these  corporations 
in  the  sugar,  petroleum,  beer,  and  spirits  industries.  The  immediate  cause  of  this 
movement  was  a  financial  one,  the  fear  that  these  combinations,  by  raising  prices, 
would  lessen  the  consumption  of  the  product,  and  thereby  lessen  the  internal-revenue 
tax  which  would  be  received  by  the  treasury.  The  bill,  however,  owing  chiefly 
perhaps,  to  the  unsettled  political  conditions,  was  not  passed.  There  is  at  present 
an  inquiry  on  foot  in  the  department  of  trade  and  commerce  in  Vienna.  The  com- 
mittee investigating  the  question  has  reached  certain  conclusions:  The  combinations 
should  be  recognized  as  juristic  persons;  they  should  be  put  under  state  control, 
with  a  good  degree  of  publicity;  and  the  tariff  and  state  railroad  rates  should  be 
arranged  so  as  to  check  their  monopolistic  tendencies. 

They  have,  however,  not  decided  exactly  what  the  nature  of  this  control  should 
be.  In  the  bill  introduced  in  1897  the  remedy  for  proved  monopoly  was  to  be 
merely  complete  publicity,  though  some  power  was  given  the  ministry  to  forbid  cer- 
tain contracts  in  exceptional  cases.  Now  they  recommend  a  bureau  for  registration 
and  oversight  of  combinations  with  certain  judicial  power,  but  a  draft  of  a  complete 
law  remains  still  to  be  worked  out. 

In  Germany,  where  the  movement  has  existed  for  a  good  many  years  and  has  been 
carried  very  far,  there  seems  to  be  little  popular  sentiment  against  the  combinations 
as  a  rule,  but  in  certain  localities  there  has  been  some  activity.  For  example,  during 
the  last  two  years,  since  the  price  of  coal  has  been  high  and  the  coal  syndicate  has 
refused  to  fill  the  orders  of  many  manufacturers,  much  complaint  has  been  heard 
and  one  or  two  inquiries  have  been  set  on  foot  by  the  chambers  of  commerce,  par- 
ticularly the  Chamber  of  Commerce  of  Cologne.  The  coal  syndicate  claimed,  as  has 
been  intimated,  that  it  was  furnishing  all  the  coal  that  was  needed  for  manufacturing 
purposes,  but  that  the  manufacturers  wished  to  secure  larger  quantities  for  speculative 
purposes,  and  this  did  not  seem  to  them  to  justify  the  opening  of  new  mines,  which 
would  be  a  source  of  loss  to  them  as  soon  as  the  extraordinary  demand  ceased.  As 
a  consequence,  presumably,  of  this  feeling,  the  Governments  both  of  Prussia  and  of  the 
German  Empire  have  set  on  foot  inquiries  in  their  executive  departments  into  this  sub- 
ject. They  are  collecting  literature  within  the  country  and  from  foreign  countries, 
and  will  possibly  later  make  a  more  immediate  inquiry  on  the  ground. 
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On  the  6th  of  December,  1900.  there  was  introduced  into  the  Reichstag  a  resolu- 
tion requesting  the  imperial  chancellor  to  introduce  a  bill  providing  for  governmental 
supervision  over  such  combinations  and  syndicates  as  were  shown  to  have  assumed  a 
monopolistic  character.  In  response  to  a  somewhat  similar  suggestion,  made  in  the 
spring  of  1899,  the  Prussian  minister  for  trade  and  industries  took  the  position,  in  a 
speech  in  the  House  of  Representatives,  that  the  high  price  of  coal  was,  under  the 
circumstances,  a  normal  one  and  that  there  was  no  reason  for  complaint.  He  even 
went  so  far  as  to  say  that  up  to  that  time,  at  any  rate,  he  thought  that  no  one  had 
any  ground  for  making  any  objections  to  the  working  of  the  syndicates.  On  the 
contrary,  he  declared  that  they  had  in  general  contributed  toward  making  the  course 
of  prices,  as  well  as  that  of  wages,  even  more  steady  than  they  had  been  in  earlier 
times,  and  added  that  he  was  convinced  that  if  the  syndicates  did  not  exist  they 
would  have  had  higher  prices,  followed  by  a  sudden  fall,  a  course  which  would  have 
been  much  more  severe  upon  industry  and  upon  consumers,  as  well  as  upon  wage- 
earners.  He  took  similar  ground  in  the  Reichstag,  and  was  supported  by  the  other 
ministers. 

The  courts  of  Germany  have  taken  the  position  that  these  agreements  regarding 
output  and  prices  to  check  ruinous  competition  sanctioned  by  a  pe'nalty,  are 
enforceable. 

LEGISLATION. 

The  legislation  on  the  subject  has  already  been  indicated  in  part.  In  France  the 
penal  code  provides  a  penalty  of  imprisonment  and  fine  for  coalition  to  raise  or 
lower  prices.  This  provision  was,  of  course,  made  in  earlier  days,  and  was  not 
intended  to  1*?  against  modern  syndicates,  although  it  is  believed  that  it  would  apply 
to  them  in  certain  instances. 

No  other  country  has  any  special  provisions  against  syndicates.  In  England  the 
corporation  laws,  as  already  suggested,  provide  for  a  great  degree  of  publicity  in 
connection  with  promotion  of  corporations  and  their  regular  management. 

There  is  a  like  degree  of  publicity  for  corporations  in  France,  Germany,  and 
Austria;  and  in  these  latter  countries  there  are  such  rigid  provisions  regarding  the 
valuation  of  property,  and  reports  of  promoters  and  directors  that  stock  watering,  in 
the  ordinary  sense  of  the  expression  as  used  in  the  United  States,  is  almost  if  not 
quite  an  impossibility. 

CONCLUSION. 

On  the  whole,  the  experience  of  Europe  would  seem  to  justify  the  following  con- 
clusions: 

1.  There  is,  relatively  speaking,  little  objection  to  combinations  in  Europe,  and  in 
some  countries  the  Governments  and  people  seem  to  believe  that  they  are  needed  to 
meet  modern  industrial  conditions.     They  do  believe  that  they  should  be  carefully 
supervised  by  the  Government  and,  if  necessary,  controlled. 

2.  There  is  little  or  no  belief  that  the  protective  tariff  is  responsible  for  their 
existence.     It  is  known  that  they  at  times  use  the  tariff  to  keep  their  prices  higher 
than  would  otherwise  be  possible,  and  that  their  export  prices  are  often  lower  than 
their  domestic  prices.     The  tariff  should  l>e  guarded  «<?  as  to  prevent  serious  abuses, 
but  there  is  practically  no  thought  of  its  abolition. 

3.  Railroad  discriminations  have  been  practically  abolished  in  Europe,  and  in 
consequence  they  have  had  no  effect  toward  creating  combinations. 

4.  The  great  degree  of  publicity  in  the  organization  of  corporations  has  largely 
prevented  the  evils  arising  from  stock  watering,  and  has  evidently  had  much  effect 
in  keeping  prices  steady  and  reasonable  and  in  keeping  wages  steady  and  just. 

5.  Then-  seems  to  be  no  inclination  toward  the  passage  of  laws  which  shall  attempt 
to  kill  the  combinations.     That  is  believed  to  IK-  impossible  and   unwise.     Laws 
should  attempt  only  to  control,  and   that   apparently  chiefly   through   publicity, 
though  the  Governments  may  be  given  restrictive  power  in  exceptional  cases. 
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EXTENT  OF  COMBINATION  MOVEMENT. 

For  several  years  past  the  trend  of  business  toward  consolidation  and  combinations 
of  different  establishments  has  been  noticeable  in  England.  For  the  last  two  or  three 
years  this  movement  has  been  very  marked.  Ten  or  12  years  ago  some  of  the  organ- 
izations which  are  still  in  existence,  such  as  the  National  Salt  Union  and  the  Brass 
Bedstead  Combination  in  Birmingham,  were  formed,  but  within  the  last  two  years  a 
large  crop  of  new  consolidations  in  the  form  of  single  large  corporations  have  sprung 
up,  especially  in  the  manufacturing  districts  of  the  north.  Not  merely  is  this  tend- 
ency toward  the  formation  of  combinations  noticeable,  but  the  still  further  tendency 
toward  making  existing  combinations  much  more  complete  in  the  control  which  the 
central  management  holds  over  the  different  members  is  no  Jess  striking,  a  fact  which 
will  be  brought  out  more  completely  in  the  discussion  regarding  the  forms  of  com- 
bination and  the  methods  of  organization. 

The  following  list  furnished  by  Robert  Donald  to  the  Daily  Mail  of  April  4,  1901, 
includes  the  best  known  of  the  later  combinations,  with  other  facts  regarding  them. 


Year. 

Month. 

Name. 

Num- 
ber of 
firms. 

Capital. 

1896 
1897 
1897 
1898 
1898 
1898 
1898 
1898 
1898 
1899 
1899 
1899 
1899 
1899 
1899 
1899 
1899 
1899 
1900 
1900 
1899 
1900 
1900 

1900 
1900 
1900 
1900 

1900 
1900 

1900 

1900 
1887 

1888 
1891 
1895 

J.  and  P.  Coats,  Limited  (International) 

£7,498,680 
3,000,000 
360,000 
1,200,000 
6,  750,  tXX) 
2,000,000 
570,000 
3,720,000 
4,750,000 
600,000 
2,  500,  000 
3,  200,  000 
350,000 
290,000 
250,000 
1,150,000 
9,200,000 
1,000,000 
2,  750,  000 
400,000 
300,000 
1,200,000 
850,000 

180,000 
4,200,000 
8,250,000 
8,000,000 

2,250,000 
550,000 

290,000 

340,000 
338,000 

4,  200,  (XX) 
8,500,000 
1,  050,  000 

November.  . 
December  .  . 
January  
May  

The  English  Sewing  Cotton  Co  

15 
10 
3 
40 
9 
4 
13 
30 
11 
38 
7 
8 
7 
8 
4 
60 
22 
46 

Yorkshire  Dyeware  and  Chemical  Co 

United  Turkey  Red  Co  

Fine  Cotton  Spinners  and  Doublers'  Association  

.do 

The  Linen  Thread  Co.,  Glasgow  (International)  
British  Dyewood  and  Chemical  Co 

do... 

American  Thread  f!n.,  Tjlmitwl 

December  .. 
July 

Bradford  Dyers'  Association,  Limited  

Yorkshire  Indigo,  Scarlet,  and  Color  Dyers'  Association  
Yorkshire  Woolcombers'  Associatio  n  

October  

Borax  Consolidated  (International) 

July  

Bradford  Coal  Merchants  and  Consumers'  Association  
Woolen  and  Worsted  Machinery  Manufacturers  

November.  . 
do  
do  

United  Indigo  and  Chemical  Co  

Barrv,  Ostlere  &  Co.  (Linoleum) 

December  .  . 

The  Calico  Printers'  Association  

English  Velvet  and  Cord  Dyers'  Association 

April  .  . 

British  Cotton  and  Wool  Dyers'  Association 

July  

Bedford,  Lime,  Cement  and  Brick  (all  local) 

British  United  Shoe  Machinery  Co 

4 

July  

Flax,  Hemp,  and  Jute  Machinery  Manufacturers 

December  .  . 

December  .  . 
do  

G.  and  J.  Baldwin  and  Partners,  Limited  (fingering  and 
knitting  wools  and  hosiery  yarns). 
Leedsand  District  Worsted  Dyers  and  Finishers'  Association  . 
Wall  Paper  Manufacturers,  Limited  

6 

10 
30 
53 
34 

17 
15 

32 

7 
7 

""49" 

6 

Bleachers'  Association,  Limited 

Associated  Portland  Cement  Manufacturers    (agreement 
with  4  other  firms)  . 
British  Oil  and  Cake  Mills  

Rivet,  Bolt,  and  Nut  Co.  (practicallv  all  the  manufacturers 
in  Scotland). 
Wholesale  News  Agents'  Association  rail  firms  in  Bradford, 
Leeds,  and  Sheffield). 
The  Extract  Wool  and  Merino  Co.,  Limited 

July  

Bath  Stone  Firms  (monopolize  all  but  one;  since  acquired 
Portland  stone). 
The  Salt  Union  
United  Alkali  Co.,  Limited  .  . 

Liverpool  Warehousing  Co    Limited 

14 
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"The  last  four  concerns  belong  to  an  earlier  period,  but  the  total  aggregation  of 
capital  which  they  help  to  swell  to  £91,946,680  is  probably  understated^  Several  of 
the  trusts  have  recently  absorbed  other  businesses  and  issued  more  debenture  stock. 
The  list  could  also  be  extended.  I  have  stopped  at  well-organized  combinations — 
concrete  examples  of  the  trust  tyrje.  There  is,  for  instance,  the  National  Telephone 
Company,  with  its  £7,000,000  capital,  but  it  is  just  about  to  lose  its  monopoly.  The 
British  Lustreing  Syndicate,  formed  to  work  patents  applied  to  the  textile  industry, 
is  a  monopoly  to  keep  up  prices.  There  is  a  strong  combination  of  Scotch  paraffin- 
oil  companies;  the  Edinburgh  distillers'  companies  with  10  firms  absorbed.  The 
Lace  Curtain  Manufacturers'  Association  has  been  registered  with  a  capital  of 
£2,000,000,  and  the  Lace  Dressers  and  Finishers'  Association,  with  £1,000,000  capital, 
but  not  yet  launched." 

°UBLIC  SENTIMENT  REGARDING  COMBINATIONS. 

X<  >t  until  the  last  two  or  three  years  has  there  seemed  to  be  any  sentiment  hostile  to 
these  large  combinations  of  capital.  There  has  been,  of  course,  for  many  years  more 
or  less  hostility  on  the  part  of  some  of  the  poorer  classes  against  wealth  and  wealthy 
men,  as  such.  There  has  been  perhaps  also  some  feeling  against  the  corporate  form  of 
industry,  as  that  seemed  to  some  to  increase  the  power  of  wealth;  but  there  has  been 
practically  no  feeling  against  the  organization  of  combinations  among  different  cor- 
porations until  lately.  Even  this  feeling  does  not  distinguish  at  all  between  combina- 
tions of  the  type  which  are  called  trusts  in  the  United  States  and  other  large  corpora- 
tions or  private  business  firms. 

Fear  of  political  influence. — This  feeling  has  found  expression  principally  in  charges 
that  have  been  made  against  members  of  Parliament  and  members  of  the  ministry, 
voters  thinking  that  they  have  been  biased  in  their  opinions  on  matters  of  legisla- 
tion coming  before  Parliament  because  they  have  held  directorships  in  corporations. 
For  some  years  one  has  been  able  to  notice  attacks  of  this  kind  in  the  newspapers; 
and  of  late  in  the  attacks  made  particularly-  upon  Mr.  Joseph  Chamberlain,  the 
secretary  of  state  for  the  colonies,  the  feeling  has  been  very  pronounced.  For 
example,  in  a  dispatch  from  London,  dated  November  1 7,  1900,  printed  in  the  New 
York  Times  of  the  following  day,  there  appears  the  statement  that  the  Liberals 
"are  making  no  little  capital  (of)  the  extraordinary  number  of  directorships  in  pri- 
vate companies  held  by  Government  officers.  Of  the  20  cabinet  ministers,  13  are 
directors,  while  between  all  the  36  ministers,  27  directorships  are  held.  The  list  com- 
mences with  Lord  Salisbury,  who  assists  in  the  management  of  an  insurance  com- 
pany, and  includes  Lord  Selborne,  who  is  both  First  Lord  of  the  Admiralty  and  a 
director  of  the  Peninsular  and  Oriental  Steamship  Company,  and  Gerald  Balfour,  who 
unites  a  directorship  in  the  Aluminum  Company  with  the  presidency  of  the  Board 
of  Trade,  and  many  other  incongruous  associations,  several  of  the  companies  being 
financially  discredited."  Of  course,  too  much  emphasis  ought  not  to  be  laid  upon 
charges  <>f  this  kind  made  by  an  opposition  party,  but  there  can  be  little  doubt  that, 
without  any  direct  charges  of  corruption  being  made,  there  has  been  a  feeling  that 
many  men  influential  in  English  politics  were  likely  to  have  their  feelings  too 
strongly  enlisted  on  the  side  of  the  greater  corporations  through  the  positions  which 
they  held  in  them.  The  increase  of  the  tendency  toward  combinations  does  not 
seem,  however,  to  have  been  made  to  any  noteworthy  extent  a  political  issue  in  any 
case;  and  the  strong  feeling  on  the  subject  which  has  been  manifested  for  some  years 
in  the  United  States  seems  to  have  found  only  a  very  faint  echo  in  England. 

REASONS  FOR  COMBINATION. 

(a)  Ruinous  competition. — Beyond  question  the  influence  that  has  been  most  prom- 
inent in  bringing  about  the  later  combinations  among  capitalists,  particularly  in 
manufacturing  industries,  has  been  the  desire  to  escape  the  results  of  competition, 
which  is  considered  by  the  manufacturers  as  unreasonable  and  destructive.  Repre- 
sentatives of  several  of  the  leading  combinations  in  various  lines  of  industry  at  once 
spoke  of  this  as  the  prime  cause  in  bringing  about  the  consolidation.  They  called 
attention  to  the  fact  that,  particularly  in  lines  of  industry  where  much  capital  was 
invested,  competition  was  likely  to  Income  unreasonably  severe  and  to  be  carried 
out  to  the  extent  of  ruin  for  some  manufacturers,  and  of  very  low  profits,  if  not  the 
entire  loss  of  profits,  for  all  the  others.  The  most  emphatic  specific  statements  that 
have  been  made  along  this  line,  perhaps,  are  to  be  found  in  articles  written  anil  pub- 
lished by  Mr.  E.  J.  Smith  of  Birmingham,  the  organizer  of  the  combination  in  the 
metallic  bedstead  trade,  formed  some  10  years  ago,  and  of  some  other  later  ones, 
especially  in  the  lines  of  electrical  fittings,  china  furniture,  the  fender  trade,  the 
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metal  railing  trade,  the  gas  tube  trade,  and  others.  The  plan  of  combination  of 
Mr.  Smith  is  materially  different  from  that  followed  by  other  manufacturers  in  Eng- 
land, and  for  that  matter  from  the  combinations  in  any  other  part  of  the  world;  but 
they  all  agree  upon  the  evil  that  comes  from  too  severe  competition.  In  speaking  of 
the  combinations  which  he  has  organized  and  the  reason  for  their  formation,  Mr. 
Smith  says  that — 

"The  idea  sprang  from  the  conviction  that  the  traders  in  this  country,  in  many 
industries,  were  working  without  profit  for  want  of  a  mutual  understanding.  At  its 
installation  it  (the  bedstead  combination)  proclaimed  as  the  first  article  of  its  creed 
that  no  one  ought  to  manufacture  and  sell  an  article  without  making  a  profit  on  the 
transaction.  No  one  has  ever  yet  been  bold  enough  to  attack  this  premise.  * 
It  is  a  crusade  of  intelligence  against  ignorance;  of  enlightenment  against  prejudice. 
It  is  the  outcome  of  a  resolve  to  trade  on  fair  and  just  principles,  notwithstanding 
the  wish  of  a  few  to  do  exactly  the  opposite." 1 

' '  The  truth  is  we  must  go  back  to  the  old  Christian  teaching  of  the  mediaeval 
moralists  who  condemned  underselling,  and  did  not  believe  in  bargains  as  we  now 
use  the  term.  They  held  and  thought  that  everything  had  a  justum  pretium,  and 
that  anything  less  or  more  must  be  unfair  to  somebody.  We  are  told  by  the  highest 
authority  to  do  unto  others  as  we  would  have  others  do  unto  us — to  trade,  buy,  or 
sell  according  to  the  Golden  Rule  of  justice  all  round." 2  *  * 

From  the  point  of  view  of  good  morals,  all  of  the  members  of  the  combinations 
seem  to  agree  with  Mr.  Smith,  although  comparatively  few  of  them  put  the  matter 
from  the  moral  point  of  view.  They  simply  say  that  competition  was  unjustly 
severe,  ruinous,  and  they  have  organized  their  combination  to  prevent  this  cut- 
throat competition.  In  other  words,  this  means,  of  course,  that  thev  were  seeking 
for  what  one  might  fairly  call  more  or  less  complete  monopolistic  power,  inasmuch 
as  any  checking  of  competition  is  so  far  a  step  toward  monopoly. 

On  the  other  hand,  one  may  agree,  as  we  shall  see  later,  with  the  statements  of 
most  of  them,  that  by  these  combinations  in  England  competition  has  not  been 
entirely  eliminated,  but  that  there  is  enough  to  prevent  any  very  large  amount  of 
extortion  on  the  part  of  the  combinations,  even  if  extortion  were  contemplated. 

(b)  Economies. — The  prevention  of  competition  comes  in  part,  of  course,  directly 
from  amalgamation,  but  if  the  expectation  is  to  eliminate  competition  and  prevent 
new  competitors  from  entering  the  field,  it  is  essential  that  through  the  combination 
various  savings  be  made  which  will  enable  the  new  organization  to  put  goods  upon 
the  market  without  any  material  increase  in  price,  if  not  even  at  a  lower  price. 
Most  of  the  prospectuses  of  the  combinations  lay  great  stress  upon  the  various  econ- 
omies that  can  be  made  through  the  proposed  organization.     Most  of  these  ques- 
tions will  be  taken  up  practically  in  connection  with  the  actual  effects  that  have 
been  observed  of  the  workings  of  the  combinations.     It  will  perhaps  suffice  here 
merely  to  enumerate  some  of  these  savings. 

When  several  manufacturing  establishments  in  different  sections  of  the  country 
are  united  under  one  management,  it  is  possible  to  effect  a  large  saving  in  cross 
freights  by  shipping  to  each  customer  goods  from  the  establishment  nearest  him. 

Most  of  the  large  combinations  buy  all  supplies  through  one  office,  then  have  them 
distributed  to  the  different  establishments  needing  them.  A  single  large  purchaser 
can  in  this  way  usually  secure  prices  better  than  can  any  one  large  or  small  single 
establishment. 

Usually  much  can  be  saved  in  the  way  of  traveling  men,  of  advertising,  etc.,  in 
the  cost  of  selling  goods. 

Frequently,  too,  through  the  uniting  into  one  hand  of  various  parties  which  have 
before  been  competing,  material  savings  can  be  made  from  the  extension  of  the  most 
valuable  patents  to  use  in  all  establishments  and  the  practical  suppression  of  those  of 
less  value. 

Through  the  better  organization  of  the  work,  material  savings  in  wages,  especially 
of  superintendents  and  of  traveling  men,  are  frequently  made. 

This  better  organization  frequently  prevents  delays  for  changing  of  machinery  and 
enables  the  management  to  secure  more  continuous  use  of  different  plants  by  the 
proper  distribution  of  orders  among  them. 

(c)  Control  over  workmen. — In  several  cases  it  is  doubtless  true  that  employers,  espe- 
cially those  who  have  had  trouble  with  their  workmen,  have  been  induced  to  enter 
the  combinations  largely  because  they  believed  that  such  a  combination  could  handle 
much  more  effectively  strikes  and  other  methods  of  compulsion  employed  by  the 
workmen.     In  case  the  workingmen  of  any  establishment  of  a  combination  threaten 
a  strike,  the  directors  say  that  it  is  entirely  possible  for  them  to  close  those  mills  and 

1  The  New  Trades  Combination  Movement,  p.  6. 

2  Ibid,  p.  92. 
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transfer  the  orders  to  others.  The  workingmen,  knowing  this  fact,  are  more  likely 
to  be  tractable,  or,  as  the  employer  would  put  it,  reasonable,  than  if  this  power  were 
not  in  the  hands  of  the  employer.  Furthermore,  the  consolidation  of  many  estab- 
lishments, with  the  resulting  concentration  of  large  capital  in  practically  one  hand, 
gives  the  combination  a  backbone  of  resistance  or  of  aggressive  power  in  dealing  with 
such  a  situation  that  is  not  possessed  and  can  not  well  be  possessed  by  any  single 
establishment  which  forms  but  one  of  a  group  of  competitors.  In  the  case  of  many 
competing  establishments,  a  strike  in  one  or  two  would  often  result  to  the  advantage 
of  the  competitors,  putting  a  larger  amount  of  business  into  their  hands.  Such  a 
strike  might,  in  consequence,  not  be  unwelcome  to  some  competing  establishments, 
so  long  as  they  felt  that  their  own  relations  with  their  workmen  were  not  likely  to 
be  disturbed  thereby.  Such  a  feeling,  of  course,  is  entirely  eliminated  in  the  case  of 
the  combination  which  controls  practically  an  entire  line  of  business;  the  solidarity 
of  interests  among  the  employers  is  complete.  The  possibility  of  securing  this  power, 
and  in  consequence  this  element  of  safety  in  continuous  manufacturing  work,  has, 
beyond  question,  been  in  certain  instances  a  contributing  cause  to  the  formation  of 
the  combinations.  It  is  reported  by  Mr.  Donald  that  after  the  last  strike  of  the 
engineers  the  leading  engineering  firms  throughout  England  entered  into  an  agree- 
ment to  act  together  against  trade-union  labor,  although  they  did  not  seem  at  that 
time  to  have  made  any  combination  for  other  purposes.  Several  instances  were 
given  personally  by  prominent  members  of  different  consolidations  of  the  latest  type 
of  similar  purposes  and  feelings  on  the  part  of  manufacturers  who  had  joined  their 
combinations. 

(d)  Profits  of  the  promoter. — Within  the  last  twoor  three  years,  since  the  formation  of 
combinations  has  become  quite  common  in  England,  the  hope  of  large  profit  on  the 
part  of  the  promoter  has  doubtless  brought  about  the  formation  of  some  of  the  com- 
binations. When  the  manufacturers  themselves  would  probably  not  have  taken  the 
initiative,  the  promoter,  seeing  the  opportunity,  has  entered  the  field,  and  through 
his  persuasive  power,  has  succeeded  in  convincing  the  manufacturers  that  combina- 
tion would  be  to  their  advantage.  This  may  fairly  be  recognized  as  a  cause  of  com- 
bination in  England,  although,  as  far  as  the  evidence  goes,  the  profits  of  the  pro- 
moter have  been,  relatively  speaking,  much  less  than  in  the  United  States. 

EXTENT  AND  FORMS  OF  COMBINATIONS. 

(a)  Extent. — For  a  long  time  there  have  existed  in  England,  as  in  other  countries, 
agreements  regarding  prices  and  regarding  methods  of  doing  business  among  local 
dealers  and  manufacturers,  in  order  that  competition  might  not  become  too  severe. 
At  the  present  time  some  very  efficient  agreements  that  seem  to  be  only  local  in 
their  scope  exist  in  certain  localities  for  the  control  of  local  markets.  In  London, 
for  example,  according  to  Robert  Donald,  the  leading  coal  merchants  have  combined 
to  fix  prices  and  decide  at  the  coal  exchange  when  prices  shall  rise  or  fall.  He 
asserts  likewise  that  the  flour  mills  have  a  small  association  for  fixing  the  price  of 
flour  used  by  the  West  End  bakers. 

Of  late  years  t la-re  has  existed  in  London  also  among  the  dealers  in  bacon,  espe- 
cially regarding  those  grades  which  come  from  Ireland  and  Denmark,  a  ring  which 
lias  largely  controlled  the  bacon  supply.  They  have  even  gone  so  far  as  to  attempt 
to  compel  certain  large  customers  to  buy  from  them,  refusing  to  sell  anything  to  such 
customers  unless  they  would  agree  to  take  their  entire  supply  from  the  ring.  In  one 
noteworthy  case,  that  of  the  Cooperative  Wholesale  Union,  that  organization,  in  order 
t<>  escape  from  such  domination,  being  provided  with  sufficient  capital,  established 
its  own  factories  in  Denmark,  whence  it  has  been  able  to  draw  a  large  part  of  its 
needed  supply,  and  in  this  way  to  keep  control  of  its  own  business  free  from  the 
domination  of  the  bacon  ring. 

Several  of  the  late  combinations,  even  those  of  considerable  strength,  are  largely 
local,  so  far  at  least  as  their  work  is  concerned,  although  they  may  be  of  national  or 
even  of  international  importance  as  regards  the  extent  of  their  influence.  For  exam- 
ple, the  Bradford  Dyers'  Association  is  made  up  of  dyers  located  in  the  neighborhood 
of  Bradford  and  Ix-eds.  The  Bleachers'  Association  is  formed  of  firms  most  of  which 
are  located  in  the  immediate  neighborhood  of  Manchester,  although  there  were 
brought  into  the  combination  also  some  Scotch  and  Irish  firms.  The  Bradford 
Coal  Merchants  and  Consumers'  Association,  Limited,  is  one  whose  market  and  busi- 
ness is  largely  local. 

Even  though  the  establishments  are  situated  near  together  in  most  cases,  these 
larger  associations,  as,  for  example,  the  Fine  Cotton  Spinners  and  Doublets'  Associa- 
tion, Limited,  the  Associated  Portland  Cement  Manufacturers,  Limited,  the  Calico 


18        INDUSTRIAL    COMMISSION: COMBINATIONS    IN    EUROPE. 

Printers'  Association,  Limited,  and  others,  have  a  business  international  in  its  scope; 
while  some  of  them  even,  as,  for  example,  the  English  Sewing  Cotton  Company,  are 
practically  international  organizations.  The  thread  firms  organized  into  this  com- 
pany have  several  of  them  been  known  for  their  products  the  world  over.  The  greatest 
of  them  all,  J.  &  P.  Coats,  while  not  formally  entering  the  combination,  are  still  large 
stockholders  in  it,  and,  so  far  as  their  goods  are  concerned,  they  have  a  permanent 
working  agreement  with  the  Sewing  Cotton  Company.  This  latter  company  also  was 
chiefly  instrumental  in  forming  the  American  Thread  Company  in  the  United  States, 
which  it  virtually  controls.  The  directors  own  substantially  all  of  the  common  stock 
of  the  American  Thread  Company,  whereas  certain  directors  of  the  American  Thread 
Company  and  managers  and  employees  in  the  American  mills  have  bought  a  very 
large  block  of  the  common  stock  of  the  English  company.  These  relationships,  of 
course,  taken  in  connection  with  the  agreements  with  the  Coats  people,  have  prac- 
tically made  an  international  combination,  which  to  a  very  great  extent  supplies 
the  world  with  sewing  cotton. 

(b)  Pools  and  agreements. — Short  of  an  organization  into  a  single  great  corporation 
or  trust,  there  are  pools  and  agreements  of  various  sorts  found  in  England,  as  in  most 
other  countries,  which  often  exercise  power  almost  as  complete  as  that  of  a  single 
corporation.     Attention  has  just  been  called  to  the  fact  that  the  combinations  are 
sometimes  merely  local  in  scope,  while  sometimes  they  are  international  in  influ- 
ence.    These  forms  of  agreements  just  referred  to  \vould  apply  and  do  apply  to  all 
of  the  grades  of  combinations  however  wide  their  scope.     For  example,  in  the 
case  of  the  thread  companies  the  agreement  of  the  English  Sewing  Cotton  Company 
with  the  J.  &  P.  Coats  Company  is  of  the  general  nature  of  a  division  of  the  market 
and  an  agreement  not  to  cut  prices,  although,  as  we  have  seen,  the  community  of  inter- 
est through  reciprocal  holding  of  stock  makes  it  certain  that  these  agreements  will 
be  kept.     Agreements  among  wholesale  and  retail  chemists  prevent  cutting  in  the 
prices  of  drugs;  agreements  among  fire  insurance  companies,  both  in  England,  the 
United  States,  and  Canada,  have  been  formed  to  fix  substantially  the  rates  for  fire 
insurance.     Attention  has  earlier  been  called  to  agreements  on  prices  of  coal.     Rail- 
roads have  for  a  long  time  had  a  substantial  agreement  regarding  rates;  and  of  late 
the  great  combination  among  the  two  leading  South  African  trading  companies  has 
apparently  fixed  the  rates  for  all  freights  to  South  Africa.     It  is  probably  true  that 
these  agreements  most  frequently  deal  with  questions  of  prices,  either  in  the  way  of 
division  of  territory  or  of  fixing  a  minimum  price,  below  which  no  one  shall  sell. 
These  latter  plans  take  a  somewhat  peculiar  form  in  the  E.  J.  Smith  combinations, 
which  will  be  described  later,  in  that  the  agreement  provides  that  no  sales  shall  be 
made  below  a  certain  percentage  fixed  above  the  cost  of  manufacture,  the  costs  of 
manufacture  being  in  every  case  carefully  worked  out.     In  this  agreement  the  prices 
of  the  different  establishments  need  not  be  exactly  the  same  under  all  circumstances, 
although  they  probably  in  most  cases  would  be;  but  they  must  not  go  below  a  profit- 
able rate  to  the  manufacturer  who  is  producing  at  the  greatest  cost. 

(c)  Corporations. — Of  late  years  by  far  the  most  important  form  of  combination  in 
England  is  that  of  the  single  great  corporation.     England,  instead  of  following  the 
lead  of  the  other  European  nations,  has  followed  rather  that  of  the  United  States. 
Finding  that  the  lowest  forms  of  agreements,  such  as  those  just  referred  to,  do  not 
provide  a  sufficient  degree  of  control  over  the  constituent  members,  find'ng  also  that 
they  do  not  enable  the  combination  to  make  some  of  the  greatest  savings  in  many 
linen  of  industry,  such  as  come  from  the  consolidation  of  plants  and  the  closing  of 
those  least  favorably  situated,  all  of  the  manufacturing  plants  are  brought  into  one 
great  corporation,  with  an  absolute  power  of  control.     To  this  class  of  combinations 
belong  most  of  the  later  ones  which  have  been  formed,  such  as  the  Bradford  Dyers' 
Association,  Limited;  the  Calico  Printers'  Association,  Limited;  the  Associated  Port- 
land Cement  Manufacturers  (1900),  Limited;  the  English  Sewing  Cotton  Company, 
Limited;  the  British  Oil  and  Cake  Mills,  Limited;  the  Yorkshire  Wool  Combers' 
Association,  Limited;  the  Wall  Paper  Manufacturers,  Limited;  the  Fine  Cotton  Spin- 
ners' and  Doublers'  Association,  Limited,  as  well  as  several  others.     In  these  cases 
the  establishments  of  the  different  uniting  firms  are  valued  by  appraisers  and  bought 
up  by  the  central  company,  which  thus  becomes  the  sole  owner  and  manager  of  the 
various  establishments  and  directs  thereafter  the  work  of  all  in  unity.     The  manner 
in  which  these  companies  are  organized  and  the  results  of  the  combination  will  be 
discussed  in  a  later  section.     There  is  nothing  especially  distinctive  in  the  form  from 
that  of  the  later  American  combinations  which  in  like  manner,  as  for  example,  the 
American  Sugar  Refining  Company,  have  bought  up  the  plants  of  different  companies 
in  order  to  unite  them.     The  custom  of  organizing  a  single  parent  corporation  to 
buy  up  and  hold  the  stocks  of  various  subordinate  corporations  does  not  seem  to  be 
the  plan  followed  to  any  noteworthy  extent  in  England,  although  it  is  at  times  true 
that  various  subordinate  companies  are  formed  to  take  charge  of  special  parts  of  the 
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work,  and  at  times  the  work  of  the  different  establishments  is  to  a  certain  extent 
kept  independent,  probably  more  so  than  is  ordinarily  the  ease  with  the  American 
combinations. 

(d)  The  E.  J.  Smith  combinations. — Some  10  years  ago,  Mr.  E.  J.  Smith,  manufac- 
turer of  brass  bedsteads  at  Birmingham,  feeling,  as  did  others  in  that  line  of  trade, 
the  pressure  of  unregulated  competition,  conceived  the  idea  of  a  combination  among 
the  manufacturers  which  would  do  away  with  the  ruinous  competition  and  insure  to 
the  employers,  as  he  believed,  a  reasonable  degree  of  profit.  The  plan  is,  on  the 
whole,  so  different  from  that  followed  by  others,  and  has  been  so  widely  discussed, 
that  it  merits  special  attention  even  though  at  the  present  time  there  is  a  revolt 
against  the  combination  on  the  part  of  some  of  its  former  members,  and  though,  in 
the  judgment  of  some,  the  movement  is  likely  to  prove  ultimately  a  failure. 

Mr.  Smith  believes,  in  the  first  place,  that  the  basis  upon  which  prices  should  be 
fixed  is  that  of  cost.  It  is  not  the  intention  to  deprive  any  manufacturer  entering 
the  combination  of  the  full  power  of  control  over  his  establishment  so  far  as  the 
immediate  management  of  his  works  is  concerned,  but  it  is  made  certain  that  he  shall 
not  cut  prices  at  the  expense  of  his  competitors  and  himself  beyond  a  reasonable 
return  upon  his  capital  invested. 

In  the  first  place,  the  cost  of  production  for  an  industry  has  to  be  determined. 
The  different  manufacturers  meet,  and  taking  up  a  general  itemized  plan  which  shall 
cover  each  special  part  of  the  manufacture,  raw  materials,  labor,  interest,  etc.,  each 
item  is  agreed  upon  and  a  certain  minimum  cost  is  fixed.  Of  course  some  of  the 
manufacturers  have  bought  under  contract  or  otherwise  at  lower  rates  than  others. 
Likewise  some  will  be  found  to  have  a  somewhat  lower  labor  cost  in  special  depart- 
ments than  others.  But  after  full  discussion  and  a  complete  showing  of  the  situation 
in  each  establishment,  a  certain  minimum  cost  for  the  trade  is  fixed  upon.  In  addi- 
tion to  that,  there  must  be  included  in  the  items  of  cost  interest  on  capital  invested, 
rent  on  buildings  or  land  used,  salaries  of  managers,  even  though  the  managers  are 
themselves  the  capitalists,  and  these  salaries  are  to  be  reckoned  at  the  same  rates 
that  skilled  managers  would  receive  if  they  were  hired  from  the  outside.  In  addi- 
tion to  these  costs,  it  has  l>een  usual  to  include  also  on  the  side  of  the  capitalist  a  cer- 
tain amount  which  is  due  him  owing  to  the  necessity  for  his  keeping  up  his  standard 
of  living.  It  is  recognized  that  a  man  of  means,  in  order  to  hold  his  social  position, 
must  live  somewhat  more  expensively  than  a  laborer,  and  in  determining  the  salaries 
that  shall  be  allowed  for  superintendents,  this  fact  has  in  most  cases  been  taken  into 
account.  If,  for  example  (of  course  I  am  not  giving  actual  figures),  it  should  be 
found  in  a  certain  establishment  that  the  amount  of  interest  to  be  allowed  on  capital 
would  be,  say  £500,  and  if  the  amount  allowed  in  salaries  to  the  managing  capitalists 
should  be  also  £500,  it  might  be  that  the  allowance  which  ^yould  be  made  him  in 
addition,  in  order  to  compensate  for  his  added  cost  of  living,  might  be  as  much  as  £75 
or  £100.  In  the  case  of  the  bedstead  combination  there  has  been  made  out  a  most 
elaborate  table  covering  each  special  item  that  can  be  found  in  any  part  of  bedstead 
manufacturing — a  sketch  which  covers  many  printed  pages — and  each  manufacturer 
is  compelled  to  fill  out  his  costs  on  the  plan  of  this  table. 

Each  manufacturer  then  agrees  that  in  selling  his  goods  he  will  not  sell  below  a 
certain  fixed  percentage  on  his  cost.  He  may  sell  ae  much  above  that  as  he  is  able 
to  get.  It  results  from  this,  of  course,  that,  as  long  as  any  sales  are  made,  the  man 
who  manufactures  at  the  greatest  cost  will  be  receiving  a  fair  return  on  his  invest- 
ment, while  the  men  who  from  their  favorable  situation  or  their  greater  skill  in  man- 
agement can  produce  cheaper  will  be  enabled  to  secure  a  much  higher  rate  of  profit 
without  fear  of  cutthroat  competition.  If  they  wish  to  extend  their  trade  at  the 
expense  of  the  other  members  of  the  combination,  they  of  course  are  at  liberty  to  do 
so  as  long  as  they  do  not  go  below  the  fixed  percentage  upon  his  cost  of  manufacture. 
The  different  manufacturers,  of  course,  being  so  closely  associated  and  giving  their 
costs  of  manufacture  to  one  another,  can  see  wherein  their  own  weaknesses  lie,  andean 
in  this  way  Irani  to  remedy  the  evil.  The  result  is,  according  to  Mr.  Smith,  that  the 
general  level  of  efficiency  of  the  whole  industry  is  decidedly  elevated.  The  most 
skillful  manufacturer  caii  better  afford  to  let  his  better  methods  be  known  to  his 
fellow-nieinlxTs  in  the  combination,  even  though  they  are  going  to  profit  thereby, 
than  to  have  to  fight  them  off  by  a  competition  so  severe  that  his  own  profits  would 
be  taken  away. 

Experience  seems  to  have  shown  that  only  a  comparatively  few  of  the  manufac- 
turers have  really  been  accustomed  to  work  out  their  own  costs  of  manufacture  in 
such  detail  that  they  know  absolutely  where  their  profits  and  losses  lie.  In  far  too 
many  cases  they  are  in  the  habit  of  reckoning  only  the  most  important  items  of  costs 
and  lumping  the  others  at  something  of  a  guess.  In  consequence,  the  lowest  com- 
petitive prices  are  often  made  by  the  poorer  manufacturers  through  ignorance. 
Similar  experiences  are  common  also  in  this  country. 
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When  the  costs  of  production  have  been  fairly  agreed  upon  among  the  capitalists, 
and  they  are  willing  to  fix  upon  that  basis  the  rate  of  profit  which  each  one  must 
insist  upon  before  a  sale  is  made,  the  most  difficult  part  of  the  task,  so  far  as  the  cap- 
italist is  concerned,  has  been  performed.  Mr.  Smith,  however,  has  found  it  neces- 
sary, as  well  as  desirable,  to  insist  upon  further  conditions,  which  will  include  the 
laborers  as  well,  before  a  combination  can  be  formed.  He  provides,  therefore,  for: — 

(1)  "The  formation   of  an  association  amongst  the  workpeople,  if  none  is  in 
existence. 

(2)  "The  signing  of  a  compact  between  the  two  associations  to  support  the  prin- 
ciple of  trade  unionism  on  both  sides.     Employers  engage  to  employ  none  but  union 
workmen,  and  workmen  engage  to  work  for  none  but  union  or  association  employers. 

(3)  "The  recognition  of  wages,  and  the  hours  and  conditions  of  labour,  existingat 
the  time  of  the  signing  of  the  alliance,  with  an  agreement  that  so  long  as  the  alliance 
is  in  force,  none  of  these  things  shall  be  altered,  or  at  least  made  worse  for  the  work 
people. 

(4)  "The  payment  of  a  separate  bonus  upon  such  wages,  such  bonus  to  be  paid  on 
the  first  pay  day  after  the  issue  of  the  new  price  list.     The  first  bonus  is  not  to  be 
interfered  with  during  the  existence  of  the  compact,  but  any  further  bonus  paid  in 
consequence  of  an  increase  of  profits  is  to  be  subject  to  a  sliding  scale.     Should  profits, 
from  any  reason,  be  decreased,  the  bonus  shall  also  be  decreased  in  the  proportion 
agreed  upon;  should  they  be  increased,  the  bonus  shall  be  increased  also.     The  pro- 
portion of  bonus  is  fixed  upon  the  proportion  which  the  wages  bear  in  the  selling 
prices  of  the  article.     In  an  article  made  of  clay  this  proportion  will  be  high,  so  that 
the  bonus  must  be  small;  in  an  article  made  of  expensive  material  the  proportion  of 
wages  will  be  probably  low,  so  that  the  bonus  can  be  larger.     This  is  one  of  the  inci- 
dences of  manufacturing  which  must  be  recognized. 

(5)  "The  establishment  of  a  wages  and  conciliation  board,  formed  of  an  equal 
number  of  employers  and  employed,  the  secretaries  of  both  associations  acting  con- 
jointly, the  chairman  being  an  employer  or  a  representative,  the  vice-chairman  an 
employee.     All  questions  as  to  rise  or  fall  in  profits,  or  the  fixing  of  new  prices,  to  be 
first  submitted  to  this  board,  and  all  disputes  between  employers  and  employed  to  be 
referred  to  and  settled  by  it.     An  arbitrator  to  be  called  in  in  case  of  a  deadlock, 
whose  decision  must  be  accepted  on  both  sides. 

(6)  "Employers  to  have  full  control  over  the  management  of  their  works:  that  is, 
as  to  transferring  a  workman  from  one  department  to  another,  or  making  any  change 
which  does  not  either  lower  wages,  or  harden  the  conditions  of  labor,  or  increase  the 
number  of  hours;  also,  in  all  cases  of  insobriety,  irregularity,  incompetency,  etc.     All 
questions,  however,  of  wages,  and  the  hours  and  conditions  of  labor  to  be  referred  to 
the  board  for  settlement,  if  found  necessary.     No  workman  to  leave  his  employment 
or  to  be  discharged  concerning  any  of  these  questions.     In  cases  of  dispute  the  work- 
man to  accept  the  employer's  terms  under  protest  until  the  question  has  been  settled 
by  the  board.     All  decisions  given,  to  be  retrospective,  so  that  no  one  can  suffer  by 
any  delay. 

(7^  "Although  the  board  has  no  power  to  alter  any  of  the  wages  or  conditions 
obtaining  at  the  time  of  the  signing  of  the  alliance,  either  side  to  have  the  right  to 
bring  before  the  board  any  exceptional  circumstance  for  friendly  discussion  and 
advice. 

(8)  "All  expenses  incurred  in  consequence  of  any  decision  of  the  board  to  be 
defrayed  by  equal  contributions  from  either  side. 

"It  will  be  seen  that,  after  this  alliance  is  completed,  the  only  possibility  of  a  strike 
or  lockout  must  happen  from  some  decision  of  the  board  upon  which  both  sides  are 
agreed.  In  such  a  case  both  sides  would  work  together.  As,  for  instance,  the  break- 
ing away  of  any  of  the  members  of  either  association,  or  their  expulsion  from  mem- 
bership on  account  of  violation  of  rules  to  which  they  have  agreed.  The  late  engi- 
neering strike  could  not  have  happened  had  the  trade  been  regulated  by  these 
conditions. 

"The  next  step  is  to  provide  a  fund  sufficient  for  fighting,  and  all  other  special 
association  purposes.  Of  course,  the  ordinary  expenses  of  the  association  are  met  by 
periodical  levies  made  on  a  return  of  the  work  people  employed  on  each  works. 
The  larger  the  number  of  work  people  employed  the  higher  is  this  capitation  tax. 
Thus,  a  levy  may  be  made  at  the  rate  of  Is.  per  head  on  20  employees;  from  20  to  50, 
Is.  6d.  per  head;  from  50  to  100,  2s.  6d.  per  head,  and  so  on.  This  is  arranged  on 
the  supposition  that,  the  larger  the  interest  in  the  trade,  the  greater  the  benefits  to  be 
derived  from  combination. 

"The  guaranty  fund  is  a  special  matter,  quite  distinct  from  management  expenses, 
although  made  up  on  the  same  ratio.  It  is  necessary  that  the  association  should  be 
able  to  employ,  at  any  moment,  a  large  sum  of  money.  To  avoid  the  necessity, 
however,  it  is  not  asked  that  the  cash  shall  be  paid.  Each  member  becomes  respon- 
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sible  for  the  payment  of  some  proportionate  amount  which  is  set  against  his  name, 
only  15  per  cent  of  which  he  must  pav  at  once.  The  deed  is  kept  until  it  is  required, 
or  executed  at  once,  as  may  be  agreed.  A  bank  will  advance  the  money,  less  about 
15  per  cent,  to  cover  possible  loss  on  a  guaranty,  which  is  not  a  joint  and  several 
document.  Should  any  of  the  money  be  used,  the  amount  is  included  in  the  next 
levy,  so  that  the  fund  may  always  be  intact.  It  is  invested  in  the  names  of  two 
trustees,  who  receive  an  indemnity  for  its  use  for  association  purposes.  There  is  an 
advantage  in  executing  this  deed  at  once  and  depositing  the  cash  obtained  as  a  sepa- 
rate account.  It  will  be  at  once  seen  that,  in  the  event  of  any  member  breaking 
away  from  the  association,  he  must  leave  behind  him  his  guaranty  for  the  payment 
of  a  sum  of  money  which  may  be  used  for  the  purpose  of  fighting  a  defaulter — the 
very  purpose  for  ^yhich  he  gave  his  guaranty. 

"The  next  step  is  to  establish  a  department  for  investigation  of  complaints  and  sus- 
picions as  to  breaches  of  faith.  The  experience  of  years  has  shown  how  this  can  be 
best  be  done.  It  may  be  taken  for  granted  that  98  percent,  of  these  complaints  and 
suspicions  are  groundless,  but  each  must  be  carefully  investigated.  The  tales  of  cus- 
tomers, the  gullibility  of  agents  and  travellers,  and  the  suspicious  nature  of  competitors 
have  all  to  be  reckoned  with  in  this  work.  I  have  the  control  of  many  such  depart- 
ments, and  my  returns  clearly  show  that  no  report  can  be  believed  until  the  neces- 
sary evidence,  has  been  produced.  It  is  the  duty  of  the  department  to  obtain  such 
evidence,  if  it  exists.  For  this  purpose  the  guaranty  fund  may  be  used.  Any 
ordinary  charge  of  underselling  may  be  easily  proved  or  disproved.  Underhand 
practices  are  more  difficult;  but  in  these  cases  it  is  purely  a  question  of  the  length  of 
the  purse.  As  the  dishonest  member  is  fighting  with  his  own  purse  against  the 
resources  of  the  whole  association,  the  chances  are  greatly  against  him.  When  a 
charge  is  substantiated,  a  fine  is  imposed  in  proportion  to  the  size  and  nature  of  the 
offence.  The  name  of  the  complainant  is  never  mentioned,  so  that  no  friction 
between  members  can  arise,  and  the  name  of  the  delinquent  is  concealed  until  the 
case  is  concluded  and  the  penalty  fixed,  so  that  no  personal  feeling  can  influence  the 
decision.  I  could  fill  pages  with  illustrations  showing  how  difficult  it  is  to  evade 
detection  of  any  illicit  practice.  My  experience  of  this  work  is,  that  after  a  while 
every  member  discovers  that  it  pays  better  to  be  honest  than  to  attempt  to  evade  the 
rule.  Of  course,  the  inquiries  extend  not  only  to  selling  prices,  but  also  to  cash  dis- 
counts, terms,  and  charges  for  carriage,  every  item  of  which  is  regulated  by  the 
rules  of  the  association. 

"  The  carriage  question  is  not  an  easy  one  to  settle.  My  plan  is  to  issue  a  carriage 
rate  book.  In  this  the  name  of  every  town  in  the  United  Kingdom  is  given,  and  a 
colour  added  to  each.  Each  colour  means  a  rate  which  every  member  must  charge. 
Thus  each  member  is  on  an  equality  with  the  rest  in  respect  to  carriage  charges  in 
every  town. 

"The  middlemen — merchants  and  factors — are  provided  for  (often  by  arrangement 
with  themselves),  by  a  special  allowance  being  given  to  them,  which  is  sufficient  to 
enable  them  to  sell  at  the  same  prices  and  terms  as  manufacturers.  To  this  they  are 
bound  by  agreement  before  being  placed  on  printed  schedules  showing  who  are 
entitled  to  the  privileges. 

"The  large  buyers,  who  sell  retail,  are  also  provided  for.  They  have  the  right  of 
buying  from  each  and  every  member,  if  they  care  to  do  so.  At  the  end  of  each  half 
year  they  can  send  in  to  the  secretary  a  return  of  their  total  purchases,  with  a  claim 
to  a  rebate  in  proportion  to  the  trade  done  with  the  association.  The  money  is  col- 
lected by  the  secretary  from  the  members  concerned  and  sent  direct  to  the  customer. 

"Everything  that  I  have  mentioned  so  far  is  indispensable  to  the  formation  of  a 
combination,  but  its  resources  are  by  no  means  exhausted  when  all  these  arrange- 
ments are  carried  out.  I  have  so  far  been  content  to  leave  it  to  the  judgment  and 
experience  of  the  members  as  to  the  adoption  of  other  safeguards.  Some  associa- 
tions adopt  everything  at  the  time  of  formation,  and  these  are  the  strongest  combi- 
nations in  the  country.  Some  are  content  to  go  on  with  the  principles  and  methods 
already  described.  They  may  or  may  not  be  quite  safe,  according  to  circumstances, 
but  they  can  easily  make  themselves  so  at  any  time.  The  two  principal  safeguards 
which  are  still  open  to  them  are:  First,  an  arrangement  with  the  persons  who  supply 
material  to  the  trade;  and,  second,  an  agreement  with  every  customer  to  whom  they 
supply  their  goods.  Both  have  been  successfully  adopted  in  some  trades,  but  there 
is  a  strong  feeling  against  the  latter  in  other  trades.  Time  will  prove  whether  they 
are  needed,  but  as  to  their  possibility,  there  is  no  question." 1 

This  plan  of  Mr.  Smith's  was  started  first  in  the  bedstead  trade.  In  July,  1900, 
there  were  56  bedstead  manufacturers?  in  England.  Of  these  50  were  members  of  the 
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combination  and  6  were  opposing  it.  The  association  had  been  in  existence  for  some 
10  years  with  varying  fortunes,  but  most  of  the  time  it  had  been  apparently  success- 
ful." As  a  consequence  of  this  success,  Mr.  Smith  had  been  invited  t.)  organize  simi- 
lar combinations  in  other  lines  of  industry,  and  several  others,  for  example,  the 
fender  trade,  the  metal  rolling  trade,  the  china  furniture  trade,  the  electrical  fittings 
trade,  the  brass  cased  tube  trade,  the  steel  close  joint  tube  trade,  and  the  coffin  furni- 
ture trade,  have  already  been  organized,  while  others  are  still  forming.  During  that 
summer,  however,  there  came  a  serious  revolt  in  the  association  itself,  so  much  so 
that  it  was  announced  in  the  papers  that  the  association  had  broken  up. 

It  will  be  noted  that  a  provision  is  made  in  the  organization  of  associations  under 
Mr.  Smith's  plan  for  a  guaranty  fund.  Each  member  becomes  responsible  for  the 
payment  of  some  proportionate  amount,  although  only  15  per  cent  of  that  amount  is 
actually  paid.  Whenever  a  member  goes  out  of  the  combination  the  fund  in  the 
bank  is  always  drawn  upon,  the  other  85  per  cent  of  the  guaranty  being  taken  by 
the  association  for  the  purpose  of  fighting  him.  In  case  a  bank  should  hesitate  or 
refuse  to  press  the  seceding  member  for  the  payment  of  his  bond,  it  is  likely  to  be 
threatened  with  the  withdrawal  of  the  patronage  of  the  combination  and  of  all  of  its 
members — a  threat  which  would  be  likely  to  persuade  the  bank  to  act  upon  the  sug- 
gestion of  collecting  the  balance  of  the  guaranty  fund  due  at  the  request  of  the  com- 
bination. Regarding  the  struggle  on  hand  in  1900,  the  following  extract  from  a  letter 
received  from  Mr.  Smith,  under  date  of  September  14,  1900,  explains  the  situation: 
"Not  merely  is  the  association  employing  at  the  present  time  the  use  of  this  guar- 
anty fund,  but  it  is  also  cutting  prices  against  its  competitors."  It  is  an  interesting 
fact  that  up  to  this  last  revolt  each  preceding  fight  against  any  of  its  own  members 
had  paid  for  itself — that  is  to  say,  the  guaranty  fund  paid  in  by  the  seceding  mem- 
ber had  been  sufficient  to  pay  the  costs  of  the  struggle.  In  addition  to  this  guaranty 
fund,  however,  a  provision  is  made  for  a  special  fighting  fund  of  2£  per  cent,  of  the 
workmen's  bonus  and  2J  per  cent,  from  the  employer.  When  one  reflects  that  in 
many  lines  of  the  industry  the  workmen's  bonus  is  42£  per  cent,  upon  his  wages  at 
the  time  the  combination  is  organized,  one  can  see  how  large  this  fund  may  readily 
become. 

It  will  be  noted  that  in  these  associations  there  is  a  combination  of  the  manufac- 
turer and  of  the  workmen  with  the  intention  of  securing  increased  wages  and  certain 
profits  at  the  expense  of  the  consumer.  It  is  of  course  entirely  true  that  this  most 
careful  system  of  cost  taking  and  the  intimate  association  of  the  different  manufac- 
turers, one  with  the  other,  ought  to  and  probably  do  furnish  to  the  trade  all  the 
information  necessary  for  lowering  the  costs  of  production,  so  that  there  may  possi- 
bly still  remain  to  the  consumer  the  advantage  of  a  lower  price,  while  giving  to  the 
manufacturer  and  the  laborer  increased  profits  and  wages.  This,  however,  is  not 
likely;  and  in  fact  Mr.  Smith  himself  says  that  he  in  no  case  considers  one  of  his 
associations  a  success  until  it  has  been  able  to  raise  prices  to  some  extent.  This  rais- 
ing and  holding  of  prices  steady  shows  that  the  members,  including  the  workmen, 
are  living  faithfully  to  their  agreements.  Mr.  Smith  himself  does  not  believe  that 
the  consumers  ought  to  complain  so  long  as  the  profits  are  kept  within  reasonable 
limits.  The  rate  of  profit  which  has  been  practically  adopted  by  the  Bedstead  Asso- 
ciation, before  this  last  cut  to  bring  pressure  to  bear  upon  its  competitors,  is 
about  10  per  cent  on  the  entire  cost.  It  varies  somewhat  with  the  different  grades 
of  bedsteads,  on  some  an  8  per  cent,  profit  being  demanded;  on  others,  10  per  cent.; 
on  others,  12  per  cent.  It  will  be  noted,  however,  that  this  is  an  absolute  per  cent. 
on  the  entire  cost,  including  interest  on  capital,  salaries  of  managers,  etc.,  and  is 
moreover  a  percentage  of  gain  on  the  turn-over.  In  that  trade  it  is  expected  that 
there  will  be  a  turn-over  of  capital  probably  twice  a  year — sometimes  even  three 
times  a  year.  It  is  probable  that  in  the  opinion  of  many  consumers  and  to  many 
business  men  in  other  lines  of  industry  this  profit  seems  a  large  one,  and  certainly  it  is 
one  based  upon  monopolistic  power. 

This  power  is  also  sometimes  felt  by  dealers  who  purchase  from  opponents  of  the 
combination,  the  combination  not  hesitating  to  charge  such  a  dealer  more  for  cer- 
tain lines  of  goods  which  he  must  buy  from  it  than  it  charges  others  whose  entire 
trade  is  given  to  it. 

Many  persons  have  predicted  that  these  combinations  would  be  short  lived  on 
account  of  the  arrangements  made  with  the  workingmen,  it  being  believed  that  the 
workmen  could  not  be  trusted  to  hold  rigidly  to  their  part  of  the  agreement  and  to 
refuse  to  work  for  any  employer  who  did  not  come  into  the  combination.  It  will  be 
seen  from  Mr.  Smith's  letter  that  the  trade  unions  in  the  combinations  have  never 
included  quite  all  the  laborers,  so  that  the  severity  of  the  present  revolt  has  doubt- 
less been  somewhat  greater  than  it  would  have  been  could  the  workmen  all  have 
been  held  in  line. 
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It  is  probable,  however,  that  a  b?tter  justified  attack  upon  these  combinations  is 
the  one  made  from  the  standpoint  of  the  consumer.  The  employer  and  the  laborer 
have  interests  that,  if  they  are  combined,  can  beyond  any  question  affect  unfavorably 
those  of  the  consumer, — this  at  any  rate  so  long  as  these  combinations  are  found  in 
but  few  lines  of  industry.  Should,  however,  this  combination  system  extend  until 
it  became  substantially  universal,  it  is  readily  seen  that  a  very  large  proportion  of 
the  advantages  to  the  capitalist  and  to  the  workmen  themselves  would  be  taken 
away  hy  the  increased  cost  which  would  of  necessity  come  to  them  in  all  of  the 
articles  i»f  their  consumption.  There  can  be  no  doubt  that  as  an  exceptional  system 
applied  here  and  there  it  may  work  great  advantages  to  both  capitalists  and  laborers, 
partly  at  the  expense  of  the  community,  unless  great  care  is  taken  not  to  put  profits 
above  a  very  modest  rate.  The  advantages  that  come  from  the  careful  system  of 
cost  taking  and  the  exchange  of  views  among  manufacturers  can  not  be  questioned; 
hut  in  tliis  case,  as  in  most  others  where  the  power  of  monopoly  is  put  into  the  hands 
of  a  few,  that  power  seems  likely  to  be  somewhat  abused. 

PROMOTION. 

(n )  The  promoter  and  his  methods. — Under  the  English  law  it  is  intended  that  the 
work  of  the  promoter  of  a  corporation  shall  be  done  in  the  open  and  that  intending 
purchasers  of  shares  shall  be  able  to  know  the  method  in  which  the  promoter  has 
arrived  at  his  conclusions  regarding  the  value  of  the  properties  taken  into  the  new 
corporation,  the  amount  that  he  has  paid  for  expert  assistance,  for  legal  fees,  and  other 
necessary  expenses  of  organization,  as  well  as  the  amount  that  he  has  received  for 
his  own  services.  1  n  the  formation  of  the  various  large  combinations,  whether  in 
tlie  form  of  so-called  pools  or  contracts  of  the  nature  of  the  E.  J.  Smith  combina- 
tions, or  whether  in  the  form  of  the  single  large  corporation,  which  buvs  up  all  of 
the  different  establishments  entering  into  the  agreement,  it  has  usually  been  neces- 
sary, of  course,  that  some  one  individual  take  the  most  active  part  in  bringing  about 
the  organization. 

Until  within  the  last  two  or  three  years,  the  combinations  have  apparently  been 
brought  about  chiefly  through  the  exigencies  of  trade,  with  the  initiative  taken  chiefly 
1  >y  men  who  are  engaged  in  the  trade  itself.  During  these  recent  years,  however,  we 
have  seen  a  process  of  organization  quite  like  that  which  has  been  followed  in  the 
United  States.  The  promoter,  and  it  is  perhaps  worth  while  to  note  that  the  chief 
promoters  and  the  most  successful  ones  seem  to  have  been  chartered  accountants 
entirely  familiar  with  various  lines  of  business  and  with  business  methods,  have 
themselves  taken  the  initiative  in  going  to  business  men  engaged  in  industries  where 
competition  was  exceedingly  severe,  and  in  showing  them  the  advantages  that  could 
come  from  union  and  persuading  them  to  enter  into  such  a  combination. 

So  far  as  can  be  learned,  the  promoter  has  in  no  case  proceeded  as  those  of  some 
of  the  most  important  combinations  in  the  United  States  have  done.  Here,  it  will 
be  recalled,  the  promoter  often  took  an  option  pe^onally  upon  all  of  the  estab- 
lishments about  to  enter  into  the  combination  to  buy  them  at  a  certain  fixed  price 
in  cash.  After  he  had  secured  in  this  way  all  of  the  establishments  needed  for  the 
combination,  he  proceeded  to  organize  his  new  corporation,  to  select  its  first  board 
of  directors  and  managers  himself,  and  then  usually  offered  to  the  vendors  of  the 
different  establishments  their  choice  to  take  for  their  pay  either  cash  or  shares  in 
the  new  company.  The  most  frequent  plan,  perhaps,  has  been  to  give  one  share 
of  preferred  stock  and  one  share  of  common  stock  for  each  $100  of  cash  valuation, 
it  lieing  understood  that  the  preferred  st<  ck  represented  the  cash  value  substantially, 
although  in  many  cases  there  was  in  this  cash  value  doubt  less  a  large  amount  allowed 
for  good  will  in  the  proper  sense  of  the  word,  whereas  the  common  stock  was  sup- 
posed to  stand  for  good  will  in  the  rather  broad  sense  in  which  that  term  has  of  late 
been  used, — that  is,  as  representing  the  speculative  element  or  the  hope  of  the  pro- 
moter and  of  those  entering  into  the  combination  of  its  future  success.  In  several  of 
the  most  noteworthy  cases  in  the  I'nited  States,  ther*  has  been  no  definite  valuation 
of  the  plants  by  experts,  but  the  promoter  has  fixed  upon  a  valuation  which  seemed 
to  him  fair  and  which  he  could  persuade  the  individual  vendor  or  vendors  of  the 
different  establishments  to  accept.  In  very  many  cases,  apparently,  there  has  In-en  no 
definite  rule  followed  in  the  valuation  of  all  of  the  different  establishments. 

In  Kngland  there  seems  more  generally  to  have  been  a  definite  rule  followed. 
Sometimes  an  option  was  left  to  the  vendors  to  sell  either  on  a  valuation  basis,  that 
is  to  say.  to  sell  their  projK-rties  at  a  valuation  that  should  be  fixed  definitely  by 
appraisers  i>n>j>erly  chosen  so  as  to  be  not  interested,  it  being  understood  that  the 
establishment  was  to  be  appraised  as  a  goini:  concern:  or,  second,  the  property  was  to 
be  purchased  on  a  profit  basis, — the  profits  of  a  preceding  term  of  years  as  actually 
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shown  by  the  books  of  the  company  being  carefully  investigated  by  some  firm  of  cer- 
tified accountants. 

It  is  required  under  the  English  law  that  contracts  for  the  purchase  of  property  by 
a  corporation  thus  organized  shall  be  filed  in  the  office  of  the  registrar  of  joint  stock 
companies,  where  they  can  be  examined  by  the  public;  and  from  this  record  intend- 
ing purchasers  of  shares  can  form  somewhat  definite  ideas  with  reference  to  the  value 
of  the  property  taken  over.  The  requirements  under  the  English  law  for  the  accu- 
racy of  the  statements  made  in  the  prospectuses  are  also  extremely  rigid.  The  way 
in  which  under  these  provisions  of  the  law  the  stock  is  nevertheless  frequently 
watered  in  the  organization  of  companies  will  be  spoken  of  in  a  later  paragraph. 

So  far  as  the  late  combinations  are  concerned,  the  secrecy  that  is  at  times  desired 
in  the  formation  of  companies  can  be  secured  in  only  one  of  two  ways.  In  the  first 
place,  these  contracts  for  sale  may  be  made  out  definitely,  but  not  made  fully  known 
by  the  promoter  until  the  time  for  the  floating  of  the  new  company's  shares,  when, 
or  course,  it  is  too  late  for  any  of  the  vendors  to  withdraw  from  their  agreement.  In 
the  second  place,  the  properties  are  sometimes  bought  for  a  lump  sum  which  has 
been  agreed  upon  instead  of  having  the  various  items  of  cost,  profits,  etc.,  set  out  in 
the  contract.  In  this  way  the  total  amount  received  becomes  known,  but  the  way 
in  which  the  purchase  price  was  arrived  at  is  not  known.  The  following  forms  of 
agreement  will  serve  to  illustrate  these  two  methods.  Both  have  been  employed  in 
the  formation  of  late  combinations. 


"  For  the  purpose  of  ascertaining  the  purchase  price  to  be  paid  by  the  Association 
for  the  assets  the  following  things  shall  be  done,  namely: 

"  (a)  The  works  and  extra  plant  and  extra  land,  if  any,  shall  be  valued  by 

as  a  going  concern,  and  as  between  a  willing  seller  and  a  willing  buyer,  and  in  mak- 
ing such  valuation  Messrs.  —  —  shall  ascertain  the  values  of  the  works  and  of  the 
extra  plant  and  extra  land,  if  there  is  any,  separately;  and  if  any  question  shall  arise 
as  to  what  is  extra  plant  or  extra  land  it  shall  be  settled  conclusively  by  them. 

"  (6)  The  yearly  profits  of  the  business,  taken  on  the  average  hereinafter  men- 
tioned, shall  be  ascertained  by of  —  — ,  chartered  accountant. 

"The  purchase  price  shall  then  be  fixed  either  on  a  profit  basis  or  on  a  valuation 
basis,  as  hereinafter  mentioned. 

"  On  a  profit  basis  the  purchase  price  will  be  15  times  the  yearly  profits  of  the 
business,  ascertained  as  hereinafter  mentioned.  This  price  is  fixed  on  the  assump- 
tion that  the  works  are  held  in  fee  simple,  or  for  a  leasehold  term  of  which  at  least 
80  years  shall  be  unexpired  on  the  day  as  from  \yhich  the  sale  is  to  take  effect,  and 
that  the  normal  amount  of  book  debts  and  stock-in-trade  will  be  included  in  the  sale. 
If  the  works  are  not  held  in  fee  simple  or  for  such  a  leasehold  term  as  aforesaid,  a 
fair  deduction  from  the  purchase  price  which  would  otherwise  be  payable  shall  be 
made  in  respect  thereof.  And  if  on  the  day  as  from  which  the  sale  is  to  take  effect 
the  book  debts  and  [or]  stock-in-trade  shall  be  less  than  the  normal  amount,  the 
price  to  be  paid  on  the  profit  basis  shall  be  reduced  by  the  amount  of  the  deficient 
book  debts  and  [or]  the  value  of  the  deficient  stock-in-trade. 

"On  a  valuation  basis  the  purchase  price  will  be  the  aggregate  of  the  following 
items,  namely: 

"  (a>  The  amount  of  the  valuation  of  the  works. 

''  (b)  The  value  ascertained  as  hereinafter  mentioned  of  the  stock-in-trade  included 
in  the  sale  up  to  but  not  exceeding  the  normal  amount. 

"  (c)  The  amount  of  the  book  debts  in  the  sale  up  to  but  not  exceeding  the  normal 
amount. 

"  (d)  A  sum  for  goodwill  equal  to  eight  times  the  balance  of  the  yearly  profits  of 
the  business  ascertained  as  hereinafter  mentioned,  after  deducting  therefrom  interest 
at  the  rate  of  4 £  per  cent  per  annum  on  the  amount  of  the  valuation  of  the  works  and 
on  the  normal  amount  of  book  debts,  and  on  the  value,  ascertained  as  hereinafter 
mentioned,  of  the  normal  amount  of  stock-in-trade. 

"Subject  nevertheless  to  the  following  limitations,  namely:  That  the  total  amount 
payable  under  the  preceding  provisions  of  this  clause  must  not  exceed  the  sum  upon 
which  the  yearly  profits  of  the  business,  ascertained  as  hereinafter  mentioned,  will 
yield  4£  per  cent. 

"If  any  extra  plant  or  extra  land,  or  any  book  debts  or  stock-in-trade  in  excess  of 
the  normal  amount  shall  be  included  in  the  sale,  the  vendors,  whether  the  sale  is 
made  on  a  profit  or  on  a  valuation  basis,  shall,  in  addition  to  the  purchase  price  here- 
inbefore mentioned,  be  entitled  to  receive  from  the  Association  (a)  the  value  ascer- 
tained as  hereinbefore  mentioned  of  the  extra  plant  and  extra  land,  if  any,  (b)  the 
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amount,  if  any,  by  which  the  book  debts  included  in  the  sale  exceed  the  normal 
amount,  and  (V)  the  value  ascertained  as  hereinafter  mentioned  of  any  stock-in-trade 
included  in  the  sale  over  and  above  the  normal  amount. 

"For  the  purposes  of  this  agreement  the  normal  amount  of  book  debts  shall  be 
taken  to  be  one-twelfth  of  the  average  annual  sales  in  the  business,  and  the  normal 

amount  of  stock-in-trade  shall  be  such  an  amount  as  the  said may  determine 

to  be  required  for  the  proper  conduct  of  the  business. 

"The  yearly  profits  of  the  business  shall  be  ascertained  on  the  average  of  the  5 

years  ending  on  the  day  of  the  last  balance  sheet  taken  prior  to  the ,  or  as 

near  thereto  as  may  be  practicable,  unless  for  any  speciat  reason  the  said shall 

think  that  such  average  would  not  be  fair  to  the  vendors,  in  which  latter  case  the 
profits  may  be  ascertained  or  estimated  on  any  other  average  or  hi  any  other  manner 
which  the  said may  think  fair. 

"  In  ascertaining  profits  for  the  purpose  of  this  agreement  all  rents  paid  for  works 
and  all  expenses  of  repairs  and  maintenance,  and  such  other  sums,  if  any,  as  (having 
regard  to  the  amounts  expended  on  repairs  and  maintenance)  may  properly  be 
chargeable  for  depreciation,  together  with  a  fair  allowance  for  management,  shall  be 
deducted  from  the  gross  profits;  but  no  deduction  shall  be  made  for  interest  on  capi- 
tal employed  in  the  business  or  on  money  borrowed  from  bankers  or  others,  or  for 
fees,  salaries  or  commissions  to  partners  or  directors,  and  no  interest  or  income  arising 
from  money  lying  to  the  credit  of  the  vendors  with  their  bankers  or  on  loans  or 
investments,  nor  any  rents  or  profits  arising  from  extra  land,  shall  be  included  in 
the  account  of  profits. 

"The  vendors  shall  make  out,  as  on  the  dav  from  which  the  sale  is  to  take  effect, 
lists  of  the  stock-in-trade  and  book  debts  included  in  the  sale,  and  shall  guarantee 
the  accuracy  thereof,  but  the  Association  or  any  person  or  persons  appointed  by  them 
for  that  purpose  shall  be  at  liberty  to  check  the  accuracy  of  the  said  lists  in  any  way 
they  or  he  may  think  fit,  and  if  any  error  shall  be  found  therein  it  shall  be  rectified. 
The  vendors  shall  guarantee  that  the  book  debts  sold  shall,  in  the  aggregate,  produce 
the  amount  at  which  they  are  stated  in  the  list  thereof  so  made,  and  unless  they  shall 
within  the  period  of  1  year  from  the  dav  as  from  which  the  sale  is  to  take  effect  pro- 
duce that  amount  the  vendors  shall,  if  so  required  by  the  Association,  pay  to  the 
Association  a  sum  sufficient  to  make  good  the  deficiency  and  shall  thereupon  be 
entitled  to  the  uncollected  book  debts  aforesaid. 

"For  the  purposes  of  this  agreement  the  value  of  stock-in-trade  shall  be  such  a 

sum  as  the  said may  fix  to  be  the  fair  value  thereof,  and  in  fixing  such  value 

work  done  on  goods  in  process  shall  be  taken  at  cost  price. 

"The  said may  with  regard  to  all  or  any  of  the  matters  which  are  by  the 

terms  of  this  agreement  to  be  decided  by  or  referred  to  him  consult  such  experts  and 
obtain  such  other  assistance  as  he  may  think  desirable. 

"The  amount  of  the  purchase  money  payable  hereunder  according  to  the  basis  of 
purchase  ultimately  adopted,  whichever  it  may  be,  shall  be  determined  conclusively 
by  the  said ,  who  shall  have  full  power  to  settle  all  incidental  questions  aris- 
ing thereon,  and  whose  decision  on  all  points  shall  be  final;  and  for  the  purpose  of 
enabling  the  said  —  —to  -rive  a  certificate  and  to  determine  the  matters  hereby 
referred  to  him  the  vendors  shall  produce  to  him  all  their  books,  vouchers,  and 
other  documents,  and  give  him  all  other  information  which  he  may  require;  and  if 
the  accounts  and  balance  sheets  of  the  various  vendor  firms  shall  be  found  to  have 
been  taken  and  made  out  in  the  past  on  different  bases,  he  may  make  any  additions 
and  deductions  which  he  in  his  discretion  shall  think  necessary  or  proper  in  order 
to  make  the  accounts  of  the  various  vendor  firms  conform  to  one  common  principle! 
and  where,  in  consequence  of  additions  having  been  made  to  works  during  the 
period  over  which  the  average  of  profits  is  taken,  or  of  any  other  special  circum- 
stances, the  profits  actually  earned  or  made  during  that  jx'riod  do  not,  in  the  opinion 

of  the  sai'l ,  represent  the  fair  average  profits  of  the  works  as  they  stand  on  the 

day  as  from  which  the  sale  is  to  take  effect,  he  may  make  any  addition  to  or  deduc- 
tion from  the  profits  actually  earned  or  made,  which  under  the  circumstances  of  the 
particular  case  ho  may  think  fair,  and  any  sum  so  added  or  deducted  shall  be  brought 
into  account  in  determining  the  average  yearly  profit  for  the  purposes  of  this  agree- 
ment. 

"The  vendors  shall,  before  the  31st  day  of  March,  1900,  or  within  such  extended 
period,  if  any,  as  the  committee  hereinafter  mentioned  may  think  fit  to  allow,  give 

notice  in  writing  to  the  said whether  the  vendors  elect  to  sell  on  a  profit  basis 

or  on  a  valuation  basis,  and  in  default  of  their  doing  so  they  shall  be  deemed  to 
have  elected  to  sell  on  a  profit  basis,  and  the  sale  shall  be  made  on  the  basis  which 
the  vendors  so  elect  or  are  to  be  deemed  under  this  clause  to  have  elected." 
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"The  vendors  will  sell  and  the  Association  will  purchase  as  from  the day 

of  —  —  and  at  the  price  of  £ —  —  the  goodwill  of  the  business  carried  on  by  the 
vendors  under  the  style  or  firm  of  —  — ,  and  all  the  lands,  buildings,  and 

hereditaments  of  which  short  particulars  are  given  in  the  first  schedule  hereto,  and 
all  other,  if  any,  the  lands,  buildings,  water  rights,  hereditaments,  fixed  and  loose 
plant  and  machinery,  trade  marks,  stamps,  patents,  stock  in  trade,  raw  materials, 
stores,  book  debts,  bills  receivable,  and  other  assets  and  credits  of  every  description 
belonging  to  or  employed  by  the  vendors  in  connection  with  or  in  the  said  business 
at  the  close  of  that  day  other  than  and  except  the  various  items  mentioned  in  the 
second  schedule  hereto. 

"The  vendors  guarantee  (a)  that  the  book  debts  and  bills  receivable  included  in 
the  sale  shall,  in  the  aggregate,  amount  to  at  least  £ —  — ,  and  shall  actually  produce 
that  sum  at  the  least  within  the  period  of  1  year  from  the  day  as  from  which  the 
sale  is  to  take  effect,  and  (b)  that  the  value  ascertained  as  hereinafter  mentioned  of 
the  stock  in  trade,  raw  materials,  stores,  and  other  like  goods  included  in  the  sale 
shall  be  at  least  £ . 

"  If  within  1  year  from  the  day  as  from  which  the  sale  is  to  take  effect  the  book 
debts  and  bills  receivable  included  therein  shall  not  have  produced  the  minimum 
amount  which  they  are  hereby  guaranteed  to  produce,  the  vendors  shall,  if  so  required 
by  the  Association,  pay  to  the  Association  a  sum  sufficient  to  make  good  the  deficiency 
and  shall  thereupon  be  entitled  to  the  uncollected  book  debts  and  bills  aforesaid. 

"For  the  purposes  of  this  agreement  the  value  of  stock  in  trade,  raw  materials, 
stores,  and  other  like  goods  shall  be  such  a  sum  as ,  chartered  account- 
ant, may  fix  to  be  the  fair  value  thereof,  and  *n  fixing  such  value  work  done  on 

goods  in  process  shall  be  taken  at  cost  price.  The  said may,  with  regard  to 

all  or  any  of  the  matters  which  are  by  the  terms  ot  this  or  any  other  clause  hereof 
to  be  decided  by  or  referred  to  him,  consult  such  experts  and  obtain  such  other 
assistance  as  he  may  think  desirable. 

"  With  a  view  to  the  preparation  of  the  prospectus  of  the  Association,  the  lands, 
buildings,  water  rights,  and  hereditaments,  and  fixed  and  loose  plant  and  machinery 

included  in  the  sale,  shall  be  valued  by  Messrs. ,  as  a  going  concern, 

and  as  between  a  willing  seller  and  a  willing  buyer,  and  the  yearly  profits  of  the 
business  on  the  average  of  the  5  years  ending  on  the  day  as  from  which  the  sale  is 
to  take  effect,  or  such  other  period  as  the  said may  fix,  shall  be  ascer- 
tained by  the  said ,  and  the  vendors  shall  give  all  facilities  for  that 

purpose. 

"The  lands  and  buildings  of  which  short  particulars  are  given  in  the  first  schedule 
hereto  are  sold  for  the  estate  and  interest  mentioned  in  that  schedule,  and  the  other 
lands  and  hereditaments,  it  any,  included  in  the  sale,  are  sold  for  such  estate  and 
interest  as  the  vendors  may  have  therein." 

It  should  be  noted  that  in  both  cases  the  person  who  has  the  final  decision  on 
questions  of  discretion  is  the  accountant  who  is  acting  as  the  promoter.  The  inde- 
pendent valuation  of  properties,  in  distinction  from  book  accounts,  has  been  made 
regularly  by  another  accounting  and  valuing  firm  selected  by  the  promoter,  but  in 
both  cases  accountants  and  valuers  are  reputable  firms  well  known  throughout 
England,  whose  reputation  for  fairness  they  could  not  afford  to  sacrifice  for  any 
profits  that  might  come  from  the  formation  of  the  organization. 

It  will  be  noted  that  a  great  deal  is  left  to  the  discretion  of  the  promoter;  for 
example,  in  estimating  the  yearly  profits  of  the  business  in  the  first  form  given,  it  is 
expected  that  these  shall  be  ascertained  on  an  average  of  the  5  years  ending  on  the 
day  of  the  last  balance  sheet  taken  prior  to  a  fixed  date,  unless  the  said  accountant 
shall  think  that  such  average  would  not  be  fair,  in  which  case  the  profits  may  be 
ascertained  on  any  other  average  or  in  any  other  manner  which  the  said  accountant 
may  think  fair.  It  is,  of  course,  necessary  always,  in  making  such  contracts,  that 
some  discretion  be  left  in  specific  cases  to  some  party  or  parties.  It  may  well  be  that 
the  methods  of  bookkeeping  of  the  different  establishments  which  are  to  enter  into 
the  combination  may  be  somewhat  different  in  different  cases;  for  example,  a  par- 
ticular amount  for  the  depreciation  of  plants  being  written  off,  whereas  in  others  the 
amount  would  be  less,  or  in  other  cases  some  entirely  exceptional  circumstance,  as  a 
small  fire  or  an  accident,  which  has  destroyed  some  of  the  plant  and  necessitated 
extra  expense,  might  prevent  entirely  the  profit  for  some  one  of  the  5  years  agreed 
upon  for  one  plant,  whereas  no  such  contingency  having  arisen  in  the  other  estab- 
lishments, their  profits  would  show  higher.  Under  such  circumstances,  of  course,  a 
proper  adjustment  should  be  made,  and  it  is  these  exceptional  conditions  that  the 
vendors  had  in  mind  when  they  gave  so  much  discretion  to  the  promoting 
accountant. 
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On  the  other  hand,  this  leaves  an  opportunity  for  more  or  less  fraud,  provided  the 
promoter  or  the  accountant  should  not  be  a  person  worthy  of  the  complete  confidence 
of  upright  business  men.  One  prominent  lawyer  who  had  been  active  in  the  forma- 
tion of  some  of  these  combinations  said  that  at  times  the  terms  of  the  sale  were  sub- 
stantially agreed  upon  beforehand,  and  that  thereafter  the  values  were  made  to  suit, 
reallv  placing  the  method  of  promotion  upon  the  same  basis  as  that  which  has 
obtained  in  the  United  States  in  the  instances  where  no  specific  valuations  have  been 
made.  Of  course  it  is  not  intended  to  say,  under  these  circumstances,  that  the 
accountants  have  not  done  their  duty  honestly,  but  the  accountant,  under  such  cir- 
cumstances, does  not  feel  called  upon  to  go  back  of  the  books.  He  simply  certifies 
properly  to  what  the  book  accounts  show,  it  being,  of  course,  possible  for  the  vendors 
to  arrange  their  books  in  a  way  that  will  bring  about  the  proper  results.  In  similar 
cases,  where  it  is  desirable  that  the  values  be  kept  entirely  secret,  as  was  intimated 
before,  the  contract  of  the  new  company  with  the  promoter  who  had  previously 
bought  up  all  of  the  properties,  after  the  manner  of  forming  similar  combinations  in 
the  United  States,  is,  of  course,  put  on  file,  and  the  amount  paid  him  is  accurately 
stated;  but  what  he  paid  to  the  original  vendors  need  not  be,  under  the  older  law, 
definitely  known,  and  at  times  i^  not  known.  For  example,  it  is  provided  in  the 
prospectus  of  the  Associated  Portland  Cement  Manufacturers,  1900,  Limited,  that  the 
oasis  upon  which  the  association  is  established  should  be  that  the  association  should 
acquire  the  properties,  the  price  in  the  contract  for  sale  being  on  the  terms  therein  set 
forth  subject  to  clause  4  of  the  memorandum  of  association.  This  clause  4  reads  as 
follows: 

"The  agreement  referred  to  in  article  3  of  the  articles  of  association,  when  entered 
into  by  the  company,  shall  be  binding  upon  the  company,  and  it  shall  be  no  objec- 
tion to  such  an  agreement  that  the  directors  of  the  company  do  not  under  the  cir- 
cumstances constitute  an  independent  board  or  that  they  are  interested  in  the  forma- 
tion of  the  company,  or  that  no  independent  valuation  of  the  properties  or  investigation 
of  the  accounts  of  the  business  referred  to  in  the  said  agreement  has  been  made  on 
behalf  of  the  company,  nor  shall  the  said  agreement  be  objected  to  on  any  other 
ground,  either  in  law  or  at  equity,  nor  shall  any  director  be  liable  to  account  for  any 
profit  made  by  him  or  them,  respectively,  by  reason  of  such  agreement,  or  be  responsi- 
ble on  any  ground,  either  at  law  or  in  equity,  in  respect  to  any  matter  dealt  with 
thereby,  and  every  member  of  the  company,  present  and  future,  is  to  be  deemed  to 
approve  and  agree  to  be  bound  by  the  said  agreement  and  to  join  the  company  on 
this  basis." 

This  article  3  of  the  articles  of  association  is  one  for  requiring  amalgamation,  develop- 
ing and  working  the  businesses,  properties,  and  undertakings  mentioned  in  that  agree- 
ment. It  is  stated  still  further  in  the  prospectus  of  that  company  that  a  number  of 
contracts  and  arrangements  have  been  made  from  time  to  time  in  relation  to  the  car- 
rying on  of  the  various  businesses  as  going  concerns,  and  that  there  are  also  various 
arrangements  and  agreements  for  the  payment  of  the  expenses  of  the  formation  of 
the  Association  and  of  the  issue  of  the  prospectus  and  of  the  Association's  capital,  to 
none  of  which  the  association  is  a  party,  but  which  may  come  within  the  provisions 
of  section  38  of  the  company's  act  1867,  and  it  is  added  that  applicants  for  shares  will 
l>e  taken  to  have  notice  of  such  contracts  and  arrangements  and  to  ag^ree  with  the 
Association  as  trustee  for  the  directors  and  other  persons  liable  to  waive  any  claim 
against  them  for  not  more  fully  complying  with  the  requirements  of  section  38  of  the 
company's  act  1867.  It  will  be  noted,  however,  that  while  the  promoters  of  the  Asso- 
ciation are  to  a  great  extent  asking  the  subscribers  to  go  into  a  blind  pool,  they  are 
given  due  notice  of  the  fact  that  this  is  what  thev  are  doing.  The  same  company  in 
its  prospectus  includes  a  report  by  a  company  of  chartered  accountants;  and  in  this 
report  it  is  also  said  that  in  the  statement  of  profits  of  the  various  companies  which 
they  have  examined  no  depreciation  has  been  charged.  This  is  due,  the  account- 
ants say,  to  the  fact  that  some  of  the  promoters  have  omitted  to  make  any  such  pro- 
vision on  the  ground  that  a  large  expenditure  upon  repairs  and  renewals  rendered 
it  unnecessary,  while  others  had  dealt  with  the  item  in  various  ways,  and  they  add: 

"In  this  connection  we  have  ascertained  that  during  the  period  under  review  the 
expenditure  upon  repairs  and  renewals  included  in  the  work  ing  ex  penses  has  exceeded 
!J4sO,000;  but,  notwithstanding  this  large  outlay,  we  are  of  the  opinion  that  provi- 
sion for  depreciation  should  be  made  by  the  Association." 

This  is  another  warningas  to  the  fact  that  there  might  l>e  overvaluation.  Whet  her  in 
that  specific  company  there  were  such  overvaluations  or  not  of  course  does  not  appear 
from  the  prospectus,  but  certainly  warning  along  that  line  does  appear. 

Under  the  new  law  passed  during  this  last  summer,  it  will  IK-  much  more  difficult 
to  evade  the  intent  of  the  law  regarding  the  actual  prices  paid  for  the  establishments 
entering  the  combination. 

(b)  finoil  trill. — The  question  of  good  will  is  one  that  has  ordinarily  caused  much 
trouble  in  the  United  States,  the  definition  of  good  will  being  in  effect,  whatever  it  may 
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be  in  form,  everything  that  the  hopes  of  the  vendors  or  promoters  lead  them  to  think 
may  possibly  be  secured  above  the  actual  cash  value  of  the  properties  concerned,  such 
cash  value  being  estimated  on  a  cost  of  reproduction  of  the  plants.  It  will  be  noted 
that  in  these  English  valuations  that  have  been  mentioned,  there  is  often  a  definite 
rule  for  estimating  the  good  will,1  as,  for  example,  under  (d)  in  the  fourth  para- 
graph of  the  first  plan  mentioned  above,  the  sum  of  good  will  is  to  equal  8  times 
the  balance  "of  the  yearly  profits  of  the  business  •  '  after  deducting  therefrom 

interest  at  the  rate  of  4  J  per  cent  per  annum  on  the  amount  of  the  valuation  of  the 
works  and  on  the  normal  amount  of  book  debts  and  on  the  value  *  *  *  of  the 
normal  amount  of  the  stock  in  trade.  Another  rule  taken  from  the  contracts  of  sale 
of  another  company  is  as  follows: 

"  For  the  purpose  of  fixing  the  sum  to  be  added  or  deducted  in  respect  of  good 
will  the  average  net  yearly  profit  or  loss  at  which  the  said  business  has  been  worked 
during  the  5  years  immediately  preceding  the  day  of  the  last  balance  sheet  taken  in 
the  business  where  the  business  has  been  carried  on  so  long,  or  from  the  commence- 
ment of  the  business  up  to  the  day  of  such  last  balance  sheet  where  the  business  has 
not  been  carried  on  so  long,  shall  be  ascertained  as  follows,  namely :  The  net  profit  or 
loss  shall  be  arrived  at  by  deducting  from  the  gross  profits  (a)  all  working  expenses, 
including  chief  or  other  rents  payable  in  respect  of  works  together  with  a  fair  allow- 
ance for  depreciation  and  management,  and  (6)  interest  at  the  rate  of  5  per  cent  per 
annum  on  the  value  of  the  works  ascertained,  as  mentioned  above.  And  the  balance 
or  deficiency  of  gross  profits  remaining  after  making  such  deductions  shall  represent 
for  the  purposes  of  this  agreement  the  net  profit  or  loss  at  which  the  business  has 
been  carried  on.  And  the  amount  to  be  added  or  deducted  in  respect  of  good  will 
shall  be  5  times  the  amount  of  the  average  net  yearly  profit  or  loss  as  thus  ascertained, 
the  amount  being  added  in  the  case  of  a  profit  and  deducted  in  the  case  of  a  loss." 

(c)  Promoters'  profits. — At  times,  if  the  promoter  of  an  English  company  himself 
buys  the  various  properties  which  are  to  be  amalgamated  and  sells  them  again  to  the 
new  company,  as  is  sometimes  done,  of  course,  his  profits  may  amount  to  whatever 
difference  he  is  able  to  get  in  floating  the  new  company.  In  the  case,  however,  of 
the  formation  of  the  later  companies,  a  specific  provision  is  made  for  the  pay  of  the 
promoter,  which  would  seem  to  be  under  the  circumstances,  considering  the  diffi- 
culties of  bringing  the  combinations  together,  by  no  means  an  unreasonable  charge. 
For  example,  in  the  prospectus  of  the  British  Cotton  and  Wool  Dyers'  Association, 
Limited,  we  find  this  statement  made:  "The  amalgamation  has  been  negotiated  by 
Jones,  Crewdson  &  Youatt  and  Scott  Lings,  and  the  contracts  provide  that  the 
various  vendors  on  completion  of  the  purchase  shall  pay  Scott  Lings  a  commission  of 
2J  per  cent  on  the  purchase  price  (or,  in  the  case  of  one  vendor,  a  somewhat  smaller 
commission) ,  out  of  which  Scott  Lings  pays  the  charges  of  Jones,  Crewdson  &  Youatt, 
and  of  the  preliminary  expenses  of  the  association  up  to  and  including  allotment, 
other  than  stamps  and  fees  on  registration,  and  other  than  costs  of  conveyance  and 
investigation  of  titles."  It  will  be  noted  here  that  out  of  the  2£  per  cent  paid  to  the 
promoter  it  was  necessary  that  very  material  deductions  be  made,  so  that  it  can 
hardly  be  said  that  the  promoter  received  an  undue  commission. 

In  the  prospectus  of  the  Calico  Printers'  Association,  Limited,  the  following  pro- 
vision on  this  subject  is  made: 

"The  vendors  of  the  various  businesses  have  provided  a  fund  equivalent  to  2  per 
cent  on  their  purchase  price,  which  is  to  be  paid  to  Mr.  Ernest  Crewdson  of  7,  Nor- 
folk street,  Manchester  (who  has  negotiated  the  amalgamation),  and  is  to  be 
applied  by  him  in  his  entire  discretion,  and  without  liability  to  account,  in  discharg- 
ing of  the  preliminary  expenses  of  the  association  up  to  allotment  other  than  costs 
on  conveyances  or  examination  of  title,  or  stamps  on  conveyances,  or  agreements  for 
sale,  or  on  any  statement  of  loan  capital,  or  trust  deed  for  securing  debenture  stock, 
but  including  the  remuneration  to  be  fixed  by  Mr.  Crewdson  to  be  paid  to  himself 
or  his  firm  of  Jones,  Crewdson  &  Youatt." 

It  will  be  noticed  that  this  pay  of  2  per  cent  includes  the  pay  of  the  promoter  as 
such,  and  the  work  of  examination  of  accounts,  and  presumably  also  the  payment 
for  the  valuations  of  the  different  properties  made  by  a  different  firm ;  also  the  costs 
of  advertising,  brokerage,  legal  expenses,  etc.  In  some  of  the  cases  where  the  pro- 
moter has  had  provided  such  a  percentage  for  his  pay,  this  percentage  has  included 
also  his  services  for  extra  advice  for  a  period  of  some  months  after  the  organization 
is  formed,  without  additional  charges.  In  other  cases  it  has  been  provided  that 
the  promoter  should  fix  his  fee,  and  after  the  payment  of  all  expenses,  including  his 

1  Rarely  some  rule  is  found  in  the  combinations  in  the  United  States,  for  example,  in  the  Rubber 
Goods  Manufacturing  Company,  where  the  common  stock  representing  "good  will"  was  put  up  at  a  7 
per  cent  basis  on  the  previous  earnings.  See  vol.  13,  p.  37. 
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own  fee,  should  return  to  the  company  any  balance  that  might  be  left  in  his  hands, 
it  being  understood  of  course,  under  those  circumstances,  that  for  special  services 
rendered  thereafter  there  should  be  extra  charges.  Although  as  compared  with 
the  sums  that  have  been  received  by  some  of  the  American  promoters  these  charges 
for  the  negotiations  among  the  separate  firms,  and  the  carrying  through  of  the  legal 
work  of  the  promoter  seem  small,  nevertheless  when  one  considers  the  large  capital- 
ization, they  yield  very  substantial  fees  to  the  promoters,  who  can  well  afford  to 
give  the  time  necessary  for  carrying  through  to  success  such  an  organization,  always 
provided,  of  course,  that  the  organization  proves  a  success. 

(d)  Allotment. — Under  the  English  law,  whenever  a  company  is  organized  and 
appeals  to  the  public  for  subscriptions,  it  is  provided  that  the  directors  and  promoters 
can  not  in  the  first  instance  subscribe  for  more  than  one-third  of  the  stock,  but  that 
two-thirds  must  be  offered  to  the  public.     As  is  natural,  the  organizers  of  the  cor- 
poration and  often  the  real  vendors  of  the  property  concerned,  wish  to  secure  a 
considerably  larger  proportion  of  the  stock  than  one-third.     Subscriptions  of  course 
are  open  to  the  public  in  accordance  with  terms  laid  down  in  the  prospectus,  but 
the  allotment  of  the  shares  is  in  the  hands  absolutely  of  the  directors  of  the  corpora- 
tion, or  in  substance,  of  the  promoter.     It  is  the  usual  custom  for  the  promoter, 
acting  in  accordance  with  the  wishes  of  the  parties  most  interested,  to  have  all  sub- 
scribers put  into  various  classes:  in  the  first,  the  directors  or  those  chiefly  in  inter- 
est;  second,  their  immediate  relatives  or  friends,  whose  shares  would  come  sub- 
stantially under  their  control;  third,  other  parties  whose  interest  it  is  desirable  to 
secure,  as,  for  example,  in  many  cases  prominent  customers  who  would  be  interested 
in  the  success  of  the  corporation,  or  those  whose  favor  it  might  be  well  to  secure  for 
other  purposes;  and  so  on,  leaving  to  the  general  public,  which  is  entirely  disinter- 
ested except  for  a  good  investment  regardless  of  the  nature  of  the  business  concerned, 
what  balance,  if  any,  may  remain.     In  this  way,  it  frequently  happens,  of  course, 
that  the  directors  or  other  persons  chiefly  in  interest  will  secure  a  controlling  share 
of  stock  and  be  able  to  direct  the  affairs  of  the  corporation  with  comparatively  little 
reference  to  the  wishes  of  the  minority,  substantially  as  well  as  if  the  law  did  not 
make  this  specific  provision  for  the  offering  of  so  large  a  share  to  the  general  public. 
This  custom,  which  of  course  has  been  found  in  all  corporations,  is  naturally  applied 
in  the  combinations  to  bring  about  the  amalgamation  of  competing  companies. 

(e)  Underwriting. — The  stock  of  these  large  combinations  nas  in  many  cases  been 
underwritten  by  the  vendors  themselves  of  the  different  establishments  which  have 
come  into  the  combination,  in  order  to  insure  in  the  first  place  the  success  of  the 
combination  itself  and  the  certainty  that  there  would  be  enough  shares  subscribed 
to  carry  out  the  plan  of  organization,  and  in  the  second  place,  to  insure  also  the  active 
participation  in  the  business  of  the  men  whose  knowledge  and  pecuniary  interest 
has  been  so  long  directed  in  that  line. 

The  provision  is  made  in  this  way,  that,  if  all  shares  offered  for  public  subscription 
shall  not  be  fully  subscribed  for  by  the  public  on  the  terms  of  the  prospectus,  the 
vendors  shall  be  bound,  if  required  to  do  so,  to  accept  an  allotment  of  shares  on 
the  terms  agreed  upon  as  to  price  and  otherwise,  to  an  amount  not  exceeding  in  the 
aggregate  the  amount  of  cash  payable  to  them  for  their  properties.  Naturally,  the 
provision  is  further  made  that  the  promoter  or  some  other  person  who  has  the  confi- 
dence of  all  shall  see  that  these  shares,  which  are  to  be  taken  in  lieu  of  cash  by  the 
vendors  for  their  properties,  shall  be  distributed  ratably  among  them,  so  that  none 
shall  be  favored  at  the  expense  of  the  others.  Any  dispute  among  the  different 
vendors  regarding  the  proportion  that  each  is  to  accept  in  this  way  is  regularly 
referred  without  recourse  to  the  promoter  or  other  person  so  selected. 

In  case  it  should  be  found  that  the  amount  of  the  purchase  consideration  thus 
payable  to  the  different  vendors  in  fully  paid  shares  and  debenture  stock  of  any  class 
should  be  more  than  the  legally  required  one-third  limit  of  the  association's  first 
issue  of  such  shares  and  debenture  stock,  to  the  extent  that  is  necessary  for  the  pur- 
pose of  reducing  the  amount  to  such  one-third,  payment  may  be  made  in  cash  instead 
of  in  shares  and  in  stock;  but  in  this  case,  as  in  the  other,  the  necessary  readjust- 
ment to  secure  an  equitable  division  among  the  different  vendors  is  referred  without 
recourse  to  the  promoter  or  other  chosen  referee. 

(/)  Stock  -catering. — So  far  as  one  can  learn,  most  of  the  newer  combinations  that 
have  been  formed  in  England  have  not  issued,  as  compared  with  the  American  com- 
panies, any  very  large  amount  of  so-called  watered  stock.  It  is  true  that  the  English 
promoters  and  lawyers  in  speaking  of  these  combinations  do  mention  the  large 
amount  of  water  in  the  stock.  When,  however,  definite  statements  with  reference 
to  a  fair  cash  valuation  of  the  property  itself  as  compared  with  the  amount  of  stock 
issued  are  made,  it  seems  to  be  usually  the  case  that  the  amount  of  stock  issued  for 
good  will  is  not  much  above  20  per  cent  of  the  entire  amount.  This  seems  to  have 
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been  usually  the  case  when  the  valuation  seems  to  have  been  fairly  made,  taking  an 
establishment  as  a  going  concern  and  assuming  that  the  sale  is  a  private  one,  under 
ordinary  conditions,  between  a  willing  buyer  and  a  willing  seller.  It  is  doubtless 
the  case,  however,  that  in  many  instances,  certain  individuals  would  consider  the 
amount  of  water  considerably  more  than  that.  For  example,  one  instance  was  cited 
where  apparently  quite  a  large  valuation  had  in  many  instances  been  allowed  for 
water  privileges,"which  privileges  would  be  of  little,  if  any,  value  excepting  for  the 
business  itself  which  was  being  purchased,  so  that  in  case  of  a  forced  stoppage,  the 
value  of  the  water  right  would  fall  away  entirely.  So  long,  however,  as  the  business 
continued  the  value  of  the  privilege  was  not  questioned.  Doubtless  many  other  simi- 
lar instances  might  be  found  where  different  items  of  that  kind  have  been  allowed 
and  a  very  high  valuation  has  been  made  by  those  whose  business  it  has  been  to  fix 
the  value. 

Speaking,  however,  as  a  whole,  and  taking  into  consideration  primarily  only  the 
later  great  consolidations  of  the  corporation  type  which  correspond  most  closely  to 
the  great  combinations  of  the  United  States,  it  would  seem  that  the  amount  of  water 
in  the  stock  of  these  combinations  is,  generally  speaking,  very  much  less  than  that  in 
American  combinations  of  a  similar  type,  although,  beyond  question,  there  is  con- 
siderable of  the  stock  that  might  fairly  be  considered  water. 

SAVINGS. 

(a)  Freight. — It  is  probable  that  in  the  case  of  some  of  the  larger  pools  and  com- 
binations in  England,  there  is  an  opportunity  for  the  saving  of  cross  freights  in  indi- 
vidual instances,  the  manufacturer  shipping  to  the  purchaser  from  the  nearest  plant. 
Most  of  the  large  combinations,  however,  in  England  that  are  national  in  their  scope, 
are  so  far  those  in  which  the  freight  forms  no  very  material  part  of  the  cost  of  the 
product,  and  in  consequence  this  element  of  saving  is  one  that  is  rarely  touched  upon 
by  the  manufacturers. 

In  the  United  States  it  has  been  supposed  that  in  very  many  cases  the  trusts  have 
been  encouraged  by  special  discriminating  rates  of  freight  granted  them  by  the  rail- 
roads. Even  where  the  trusts  have  been  established  without  the  aid  of  these  discrim- 
inating rates  it  has  often  been  supposed — and  this  seems  to  be  generally  conceded 
also — that  by  virtue  of  the  fact  that  their  shipments  were  extremely  large,  the  combi- 
nations have  frequently  secured  special  discriminations  in  their  favor. 

There  seems  practically  no  ground  for  believing  that  in  England  this  element  of 
freight  discrimination  has  been  an  important  factor  in  either  bringing  about  the 
formation  of  combinations  or  in  adding  to  their  profits  after  they  have  been  formed. 
It  is  true  that  one  hears  rumors  that  there  are  freight  discriminations  made 
at  times  in  favor  of  the  large  shippers,  but  those  persons  whose  opportunity  for 
knowledge  on  this  subject  seems  to  be  the  best,  are  of  the  opinion  that  these  dis- 
criminations are  made  under  general  regulations,  if  at  all,  and  that  all  shippers  under 
similar  conditions  secure  equal  benefits.  Moreover,  it  is  not  thought  that  they  are 
frequent  enough  to  have  any  material  effect  upon  the  industry  as  a  whole.  One  or 
two  specific  cases  were  found  of  a  railroad  that  had  encouraged  the  building  of  a 
manufacturing  establishment  near  its  line  instead  of  upon  that  of  a  rival  by  granting 
some  special  favors  in  the  way  of  freights  on  certain  materials  used  for  the  building 
of  the  factory,  a  discrimination  that  was  beyond  question  illegal;  but  such  discrimi- 
nations are  after  all,  as  compared  with  those  which  it  is  commonly  believed  are  fur- 
nished in  the  United  States  to  the  combinations,  mere  trifles  and  such  that  they  may 
be  properly  entirely  overlooked  in  the  general  discussion  of  the  effect  of  railroad  dis- 
criminations in  England  upon  the  industrial  combinations.  As  a  practical  matter  it 
may  perhaps  be  said  that  these  combinations  do  not  receive  favors  from  the  railroads. 

(b)  Purchase  of  supplies  and  materials. — A  source  of  saving  that  is  very  generally 
mentioned  by  the  managers  of  the  industrial  combinations  in  England  is  that  which 
comes  from  the  buying  of  supplies  and  of  raw  material  in  large  quantities  through  a 
central  purchasing  agent.     Investigation  into  several  of -these  combinations  had  shown 
that  some  of  the  members,  when  acting  independently,  had  not  known  how  and 
where  to  secure  the  best  material  at  the  lowest  rates.     In  consequence,  even  when 
the  management  of  the  different  establishments  was  not  taken  into  one  hand,  it  has 
been  generally  the  custom  to  have  all  supplies  bought  through  the  central  office  and 
sent  to  the  establishments  needing  them.     In  the  case  of  the  Bradford  Dyers,  for 
example,  it  was  believed  that  the  savings  from  this  source  were  very  material — 
enough  to  have  a  decided  effect  upon  the  dividends.     Another  large  combination 
it  is  estimated,   makes  perhaps  its  greatest    single   saving  in  the  advantageous 
buying  of  its  supplies,  oil,  fuel,  etc.,  the  saving  in  a  year  running,  probably  as  high 
as  £30,000.     It  seems  beyond  question  also  that  in  the  purchase  of  its  raw  material 
a  considerable  saving  is  also  made. 
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The  English  Sewing  Cotton  Company  is  also  reported  to  have  made  very  substan- 
tial economies  in  buying  its  material  and  supplies,  perhaps  especially  its  supplies, 
that  being  mentioned  as  among  the  greatest  benefits  of  the  combination.  Doubtless 
the  experience  of  many  of  the  other  combinations  is  similar. 

(c)  Costs  of  setting. — In  nearly  all  cases  it  is  reported  that  very  material  sums  are 
aav«d  in  connection  with  the  disposal  of  the  product.  This  in  certain  instances 
comes  from  the  better  organization  of  the  selling  force,  particularly  where  traveling 
men  are  employed,  so  that  less  help  is  needed  than  formerly.  It  is  commonly 
believed,  for  example,  that  the  very  great  success  of  the  J.  &  P.  Coats'  Thread  Com- 
pany has  been  largely  due  to  the  very  great  skill  showrn  by  Mr.  Philippi,  their  chief 
salesman.  Many  different  firms  having  their  separate  salesmen  all  covering  the 
same  field  were  persuaded  by  him  to  let  one  dealer  act  for  a'l  in  each  place,  and  to 
let,  as  far  as  the  demands  of  customers  would-  permit,  the  existing  proportions  of 
sales  from  each  separate  establishment  in  each  locality  remain  the  same,  the  prices 
being  varied  so  as,  on  the  whole,  to  secure  this  general  result. 

The  English  Sewing  Cotton  Company,  it  is  thought,  has  also  made  very  material 
savings  in  the  same  way,  some  estimating  that  their  cost  of  distribution  has  been 
lessened  possibly  as  much  as  40  per  cent.  One  can  easily  see  that  these  companies 
would  be  peculiarly  benefitted  in  this  particular,  inasmuch  as  their  cost  of  selling  as 
compared  with  the  cost  of  manufacture  is  larger  than  that  in  many  other  lines  of 
industry. 

The  wallpaper  combination  discharged  many  of  its  travelers,  besides  specializing 
in  machinery.  It  is  said  by  Mr.  Donald  that  the  economies  during  the  first  year 
were  alone  almost  enough  to  pay  dividends. 

Another  prominent  source  of  saving  from  sales  in  many  cases,  especially  in  those 
where  the  custom  earlier  prevailed  of  giving  credit,  has  been  in  the  elimination  of 
bad  debts.  One  of  the  establishments,  for  example,  with  a  capitalization  and  sales 
running  well  into  the  millions  of  pounds  sterling,  states  that  during  the  2  years  after 
the  combination  its  loss  from  bad  debts  has  not  amounted  to  £500.  Inasmuch  as 
the  combination  must  be  patronized,  provided  dealers  are  to  secure  a  sufficient  supply 
of  goods  of  the  various  qualities  needed,  it  is  enabled  to  insist  upon  prompt  payment 
or  good  security,  and  in  that  way  it  not  merely  avoids  loss,  but  also  it  improves 
materially  the  business  habits  of  some  customers  who,  it  was  believed,  by  getting 
different  manufacturers  to  bid  one  against  the  other,  had  practically  plundered 
them.  Most  of  the  combinations  on  this  subject  agree  with  those  in  the  United 
States  that  the  savings  from  this  source  are  material. 

On  the  other  hand,  if  one  may  judge  from  articles  that  one  finds  in  the  English 
papers,  for  example  a  late  article  in  the  Sunday  Chronicle,  of  Manchester, 
dealers  at  times  are  inclined  to  think  that  industrial  combinations  are  not  so 
pleasant  to  deal  with  as  were  the  individual  firms.  It  was  said  that  a  buyer 
in  the  earlier  days  could  have  the  personal  attention  of  a  member  of  the  firm  and 
was  treated  with  much  more  courtesy  than  he  is  now  treated  by  the  special  sales- 
men of  the  combination.  It  is  probable  that  the  method  of  doing  business  in  the 
older  days  was  somewhat  more  pleasant,  particularly  if  a  dealer  had  considerable 
leisure  on  his  hands.  It  is  questionable,  however,  whether  on  the  whole  the  busi- 
ness habits  of  dealers  have  not  been  improved  so  far  as  the  saving  of  time  and  the 
doing  of  business  in  accordance  with  business  methods  are  concerned. 

The  methods  of  selling  varv  materially  in  the  different  establishments.  In  some 
cases  all  the  products  are  sold  from  the  mills,  the  buyers  in  many  cases  being  able  to 
deal  substantially  as  before;  but,  on  the  other  hand,  the  prices  are  all  fixed  at  the 
central  bureau.  It  may  be,  of  course,  that  in  many  cases  some  discretion  is  left  to 
the  superintendent  of  the  individual  mi'l,  and  he  is  able  to  entertain  an  offer,  but 
the  final  determination  is  made  by  the  central  office.  This  system  is  followed  in  the 
case  of  the  Bradford  Dyers.  Each  establishment  is  run  independently,  yet  the  man- 
aging directors  of  the  combination  are  able  to  control  each  establishment  completely 
should  that  prove  necessary.  It  is  particularly  necessary,  of  course,  to  see  to  it  that 
prices  are  kept  uniform  throughout.  In  consequence,  there  is  a  general  rule  that  no 
branch  company  is  to  reduce  a  price  or  to  quote  a  lower  price  than  another  branch 
company  engaged  in  the  same  line  of  manufacture,  nor  to  quote  any  lower  prices 
than  those  on  the  lists  that  are  generally  furnished,  without  the  consent  of  the  man- 
aging directors.  All  quotations  that  are  given  to  customers  of  the  different  branches 
are  sent  first  to  the  central  office  where  they  are  checked,  recorded,  and  thence 
mailed  to  the  customer,  these  quotations*  and  contracts  all  of  them  statin;:  plainly  a 
time  limit,  in  order  to  avoid  difficulties  that  might  arise  with  customers  who,  with- 
out such  time  limit  fixed,  might  be  securing  after  an  inteval  rates  that  would  seem  to 
their  competitors  to  be  discriminations  in  their  favor.  In  that  company,  it  is  the 
custom  for  all  inquiries  regarding  quotations  of  prices  to  be  sent  to  the  individual 
establishments  and  for  the  sales  to  In-  made  from  the  individual  establishments;  but, 
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as  has  just  been  said,  all  these  inquiries  in  case  of  doubt  are  referred  to  the  central 
office  and  all  contracts  and  quotations  pass  through  the  central  office  before  they 
reach  the  customer,  the  managing  directors  in  this  way  being  able  to  retain  absolute 
knowledge  of  the  conduct  of  the  business. 

Naturally  all  of  these  combinations  are  careful  to  see  what  competition  is  coming 
up  from  the  outside  in  cases  where  they  do  not  have  a  complete  monopoly  of  the 
business,  as  probably  none  of  them  do  have  throughout.  In  consequence,  if,  owing 
to  a  press  of  work  resulting  from  an  increase  in  the  demand  for  goods,  orders  must 
be  transferred  to  any  outside  dealers,  or  if,  for  any  reason,  there  must  be  a  loss  of 
business  to  firms  outside  the  combination,  it  is  expected  that  reports  will  be  made 
promptly  to  the  central  office,  in  order  that  in  this  way  such  loss  of  business  may  be 
met  either  by  the  furnishing  of  added  facilities  for  manufacturing  or  by  some  change 
in  policy  or  in  lowering  prices. 

(d)  Concentration  in  manufacturing. — It  has  already  been  intimated  that  there  are 
material  savings  in  certain  classes  of  wages  which  lower  the  costs  of  selling.     It  is 
also  true  in  certain  lines  of  industry  that  these  combinations  are  able  to  manufacture 
with  less  labor  than  was  the  case  before  the  combination  was  formed.     Some  of  them 
have  already  found  it  possible,  without  lessening  their  output  at  all,  to  close  some  of 
their  establishments.     Under  those  circumstances,  they  naturally  select  those  that 
are  less  favorably  situated  or  those  whose  entire  power  is  not  devoted  to  some  one 
special  kind  of  manufacture.     The  English  Sewing  Cotton  Company,  for  example, 
found  that  several  of  its  larger  establishments  were  making  their  own  spools.     It  is 
thought  that  it  will  be  advantageous  to  have  this  spool  turning  done  in  separate 
establishments  and  the  spools  then  supplied  to  all  of  the  thread  factories.     Of  course 
it  must  be  kept  in  mind  that  most  of  these  larger  combinations  in  England  are  as  yet 
new,  having  been  in  existence  not  more  than  two  or  three  years.     Naturally  any 
changes  of  the  kind  suggested  must  be  made  slowly.     The  managers  in  every  case 
nearly,  where  this  subject  has  been  discussed,  say  that  public  opinion  would  not 
justify  nor  would  their  own  sense  of  what  was  fitting  permit  them  to  close  estab- 
lishments and  without  warning  throw  out  men  who  had  been  long  in  their  employ. 
In  consequence,  while  they  recognize  the  fact  that  very  material  savings  in  the  cost 
of  manufacture  can  be  made  by  closing  poor  establishments  or  those  unfavorably 
situated  and  shifting  work  to  larger,  better  equipped,  or  better  situated  ones,  these 
changes  must  be  made  slowly  and  at  times  when  it  can  be  done  with  the  least  dis- 
turbance of  the  labor  force.     One  large  combination  stated  that  it  had  been  keeping 
up  so  far  several  of  its  poor  mills;  one  has  already  been  closed,  and  it  is  probable 
that  as  suitable  opportunity  arises  some  others  will  also  be  closed.     The  general 
tendency  in  all  of  the  combinations  is  toward  more  and  more  concentration,  while 
still  leaving  so  far  as  possible  the  management  of  different  mills  in  the  hands  of 
their  superintendents. 

(e)  Payment  by  results. — In  most  of  the  combinations  the  attempt  is  made  to  secure 
efficient  work  in  each  of  the  separate  establishments,  not  merely  by  a  system  of  care- 
ful reports  and  checking  up  of  one  establishment  against  the  other,  as  is  the  almost 
universal  custom  in  this  country,  but  also  by  a  system  of  premiums  offered  to  super- 
intendents for  efficient  work  done  in  their  establishments.     In  some  cases,  for  exam- 
ple, able  young  men  acting  as  superintendents  will  be  given  a  small  fixed  salary  of 
perhaps  £250  a  year.     In  addition  to  this,  each  one  will  be  given  a  bonus  of  from  1  to 
3  per  cent  of  the  gross  profits  made  by  his  separate  mill,  the  accounts  of  each  mill 
naturally  being  kept  separate  from  those  of  all  the  others.     This  bonus  frequently 
amounts  to  twice  or  three  times  as  much  as  the  fixed  salary.     The  itemized  accounts 
of  each  establishment  are  of  course  sent  very  frequently,  daily  or  weekly  or  monthly, 
as  the  case  may  be,  to  the  central  office.     The  various  items  of  expenditure  and  of 
saving  are  taken  up  and  one  checked  against  the  other.     The  managing  directors 
then  know  the  strong  and  the  weak  points  of  each  superintendent  and  are  able  to 
make  suggestions  accordingly.     This  intelligent  competition  of  the  different  estab- 
lishments in  the  same  combination  which  has  been  found  so  very  efficient  in  the 
United  States  seems  to  have  proved  equally  efficient  in  England,  although,  as  has 
already  been  said,  there  is  often  added  to  this  (more  frequently,  apparently,  than  in 
the  United  States)  the  additional  incentive  of  the  very  large  increase  in  the  wages  of 
the  superintendents  that  may  come  from  the  bonus  for  successful  management. 

The  Bradford  Dyers'  Association,  for  example,  seems  to  have  found  this  system  of 
paying  a  bonus  to  the  managers  the  main  feature  in  securing  efficient  work  from 
their  different  establishments,  although  their  superintendents  are  checked 
up  frequently,  one  against  the  other,  by  means  of  the  comparisons  suggested. 
In  that  line  of  business  there  is  great  opportunity  for  the  expression  of  individuality 
in  the  different  establishments.  Each  manager  is  encouraged  to  introduce 
novelties  and  to  make  new  kinds  of  products,  so  far  as  they  will  be  advantageous  to 
the  trade.  Of  course  it  is  requested  in  all  cased  that  the  manager  of  a  separate 
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establishment  confer  with  the  managing  directors  of  the  combination  before  really 
entering  into  new  branches  of  trade.  In  this  line  of  industry  also,  as  well  as  in 
several  of  the  others  mentioned,  there  has  been  a  tendency  already  observable  to 
have  each  branch  devote  itself  more  particularly  to  certain  classes  of  trade,  and  in 
that  way  to  have  the  work  most  efficiently  done  through  specialization. 

(f)  Wages. — Attention  has  already  been  called  to  the  fact  that  in  certain  instances 
manufacturers  have  been  induced  to  enter  the  combinations  because  they  believed 
that  they  would  thereby  secure  added  power  to  resist  demands  from  trade  unions  for 
increase  of  wages  or  other  demands  that  seemed  unreasonable.  Aside  from  this 
question,  however,  it  may  be  worth  while  to  note  what  the  actual  effects  upon  wages 
have  been  in  individual  cases,  as  well  as  to  see  what  the  intentions  of  the  managers 
of  combinations  are  regarding  the  general  course  of  Avages. 

The  testimony  seems  to  be  practically  universal  that  they  have  hoped  that,  through 
controlling  the  output  to  a  reasonable  extent,  they  might  be  able  to  make  production 
much  steadier  than  it  had  been  before,  and  that  in  consequence  the  wage  earners 
might  receive  steadier  employment  and  more  continuous  wages.  It  has  even  been 
believed  that,  owing  to  the  savings  of  combination,  there  might  be  in  many  cases  an 
increase  of  wages  without  any  lessening  of  the  profits  to  manufacturers.  Of  course, 
the  primary  motive  on  the  part  of  the  manufacturers  has  been  rather  the  increase  in 
their  own  profits  than  an  increase  in  wages. 

If  one  is  to  take  strictly  the  declaration  of  purposes  of  the  promoters  of  the  E.  J. 
Smith  combinations,  however,  it  would  seem  that  a  primary  purpose  is  the  increase 
in  wages  of  the  laborers.  It  will  be  recalled  that  the  laborers  are  expected  to  form 
themselves  into  unions,  unless  such  unions  already  exist,  and  that  they  enter  into 
the  contracts  with  the  manufacturers  regarding  the  control  of  the  industry. 

As  a  matter  of  fact,  in  the  bedstead  combination,  the  increase  in  prices  of  the  prod- 
uct and  the  consequent  increase  in  the  profits  of  the  manufacturers  have  resulted  in 
the  payment  of  a  bonus  to  the  wage-earners,  which  has  been  several  times  increased. 
In  the  year  1900  it  was  stated  by  Mr.  Smith  that  in  very  many  departments  of  that 
industry  the  bonus  at  that  time  was  42£  per  cent;  that  is  to  say,  tnat  an  increase  of 
wages  had  been  made  of  42£  per  cent  above  that  which  they  received  at  the  time  the 
combination  was  formed  some  10  years  before. 

In  the  case  of  the  Bradford  Dyers,  there  has  been  an  effort  to  keep  on  good  terms 
with  the  trade  unions  in  all  cases,  and  so  far  as  possible  to  equalize  the  wages  in 
different  departments.  As  a  matter  of  fact,  the  wages  in  certain  departments  have 
been  increased  and  in  others  not.  The  intention  was  to  equalize  them  throughout, 
and  so  far  there  has  been  on  the  whole  a  slight  rise  in  wages. 

The  different  members  of  this  combination  before  its  organization  had,  generally 
speaking,  for  the  last  five  or  six  years  recognized  the  trade  unions,  and  had  dealt  with 
the  men  through  their  union  representatives.  There  is,  in  connection  with  the  com- 
bination, a  labor  board,  consisting  of  an  equal  number  of  employers  and  of  workmen. 
It  is  the  duty  of  this  board  to  settle  the  arrangements  for  wages  in  advance.  The 
contracts  are*  regularly  made  for  one  year  at  a  time,  with  the  understanding  that  there 
is  to  be  a  notice  of  3  months  given  provided  that  any  change  is  to  be  made.  In  cases 
of  dispute  which  can  not  be  settled  by  this  labor  board,  arbitration  is  to  be  resorted 
to,  and  a  deposit  of  £500  on  each  side  is  made  to  insure  the  carrying  out  of  the  deci- 
sion of  the  arbitrator. 

In  the  case  of  the  English  Sewing  Cotton  Company,  the  laborers  were  mostly 
independent,  not  having  been  organized  into  unions.  The  combination,  however, 
expressed  no  hostility  toward  the  unions.  Since  its  formation  there  has  been  no 
material  change  in  wages.  It  will  be  recalled,  however,  that  in  this  industry  there 
had  been  a  material  saving  from  the  lessened  costs  of  selling,  since  the  combination 
was  to  do  without  the  services  of  many  traveling  salesmen.  Another  prominent  asso- 
ciation has  been  in  the  habit  regularly  of  negotiating  with  union  men  through  their 
officials,  and  has  no  objection  to  such  arrangements.  Since  the  organization  was 
made  there  has  been  an  increase  of  some  5  per  cent  in  the  wages  of  laborers  in  certain 
classes  of  industry,  mostly  the  daily  laborers,  but  in  the  main  the  wages  have 
remained  about  the  same.  It  is  to  be  expected,  of  course,  that  as  the  business  con- 
tinues there  will  be  a  gradual  adjustment  of  wages  among  the  different  establish- 
ments, so  that  those  in  the  city  and  those  in  the  country  districts  will  be  adjusted  in 
wavsfair  to  both  employers  and  employee,  taking  into  consideration  the  added  cost 
of  living  in  the  cities,  the  added  rentals,  or  what  amounts  to  the  same  thing,  the 
added  cost  of  the  ground  and  factories  in  cities  as  compared  with  the  country  districts. 

On  the  whole  the  testimony  throughout  seems  to  be  to  the  effect  that  the  employ- 
ers are  extremely  sensitive  to  the  pressure  of  public  opin ion  as  regards  fair  treatment 
of  the  wage  earners.  When  it  is  clearly  recognized  that  much  money  can  l>e  naved 
to  the  combination  by  the  closing  of  poorer  establishments,  and  the  concentration  of 
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the  industry  under  a  better  division  of  labor,  they  hesitate  to  make  such  changes,  if 
it  is  to  throw  laborers  out  of  employment,  without  waiting  for  a  time  when  it  can  be 
done  with  the  least  possible  hardship  to  the  workers  and  with  the  possibility  of  trans- 
ferring as  many  of  them  as  possible  to  other  establishments.  The  statement  was  fre- 
quently made  that,  owing  to  the  somewhat  less  favorable  labor  conditions  in  England 
than  in  the  United  States,  the  employers  would  neither  be  justified  in  making  radi- 
cal changes  in  their  methods  so  rapidly  as  might  properly  be  done  in  the  United 
States,  nor  would  public  sentiment  permit  them  to  make  such  changes  at  the  expense 
of  their  employees  even  if  they  felt  inclined  to  do  so. 

DEGREE  OF  CONTROL. 

The  Calico  Printers'  Association,  Limited,  states  in  its  prospectus  that  the  businesses 
acquired  comprise  about  85  per  cent  of  the  calico  print  industry  in  Great  Britain.  It 
declares  that  it  includes  nearly  every  leading  house  of  the  trade,  and  that  these  sup- 
ply goods  not  only  to  all  branches  of  the  home  trade,  but  practically  to  every  open 
market  of  the  world;  they  deal  also  with  all  sections  of  the  trade  and  include  the 
production  of  almost  every  description  of  goods  along  the  lines  under  consideration. 

The  Associated  Portland  Cement  Manufacturers,  Limited,  say  in  their  prospectus 
that  upwards  of  80  per  cent  of  the  entire  output  of  Portland  cement  in  the  United 
Kingdom  is  produced  on  the  Thames  and  the  Medway,  and  that  they  control  all  of 
the  works  in  that  locality,  with  the  exception  of  3. 

The  British  Cotton  and  Wool  Dyers'  Association,  Limited,  states  that  the  46  com- 
panies and  firms  entering  into  that  combination,  together  with  the  two  branches  of  the 
Bradford  Dyers'  Association  engaged  in  warp  and  hank  dyeing,  represent  about  85 
per  cent  of  the  volume  of  both  branches  of  the  trade.  The  British  Cotton  and  Wool 
Dyers,  it  is  noticed,  in  these  lines  of  the  industry,  work  in  harmony  with  the  Brad- 
ford Dyers'  Association;  and  that  association  is  said  to  have  started  with  90  per  cent 
of  its  business;  in  some  lines  with  a  complete  control. 

The  Yorkshire  Indigo,  Scarlet,  and  Color  Dyers,  Limited,  claim  to  have  almost  a 
monopoly  of  the  business  of  indigo  and  scarlet  dyeing,  although  they  state  that  owing 
to  the  benefits  to  be  derived  from  the  amalgamation,  they  hope,  without  interfering 
with  the  existing  scale  of  charges,  to  be  able  to  secure  the  benefits  needed;  and  they 
will  certainly  be  in  a  position  to  avoid  cutting  prices  below  the  standard  rates. 

The  British  Oil  and  Cake  Mills,  Limited,  claim  that  they  will  haAre  a  crushing 
capacity  of  more  than  one-half  of  the  total  annual  importation  of  oil  seeds  into  the 
United  Kingdom.  They  think  it  worth  while  to  state  in  their  prospectus  that  it  is 
not  their  intention  to  attempt  to  create  a  monopoly  or  to  raise  prices.  They  propose 
to  give  to  the  customers  of  each  mill  entering  into  the  combination  a  favorable  con- 
sideration in  the  allotment  of  shares,  with  a  view  to  their  having  a  direct  interest  in 
the  profits  of  the  company. 

The  Bradford  Coal  Merchants  and  Consumers'  Association,  Limited,  a  local  com- 
bination, claims  to  control  upward  of  90  per  cent  of  the  steam  coal  trade  in  the  city 
of  Bradford,  as  well  as  a  large  proportion  of  the  household  trade  of  that  city.  They 
propose  also  to  acquire  such  other  coal  businesses  as  may  be  deemed  desirable. 

The  English  Velvet  Dyers'  Combination  is  said  to  have  recently  told  merchants. to 
sign  an  agreement  empowering  it  to  "advance  or  reduce  prices  without  any  notice 
whatever."  Before  accepting  the  statement  in  full  confidence,  one  would  need  to 
know  the  circumstances,  but  that  combination  has  doubtless  a  substantial  monopoly. 

The  Wall  Paper  Manufacturers,  Limited,  has  some  98  per  cent  of  the  business  in 
the  hands  of  its  31  firms.  It  has  also  an  agreement  with  most  dealers  to  buy  only 
its  goods  under  penalty  of  receiving  none  of  them. 

In  England  as  in  the  United  States,  the  combinations  as  a  rule  are  unwilling  to 
claim  any  monopolistic  power.  The  word  "monopolistic"  has  un  unpleasant 
sound.  In  their  prospectuses,  however,  attention  is  frequently  called  to  the  very 
large  percentage  of  the  industry  which  the  combination  will  be  able  to  control;  to 
the  advantage  which  will  come  from  the  lessened  competition  brought  about  by  the 
combination,  with  a  consequent  greater  certainty  of  steady  profits,  as  well  as  to  the 
great  economies  that  will  result  from  the  combination. 

In  certain  individual  instances  there  will  be  found  a  statement  of  the  hope  of  sav- 
ing in-the  wages  of  establishments  entering  into  the  combination  in  England  that 
will  appear  much  less  often  in  the  United  States,  although  at  times  one  finds  also  in 
this  country  a  tendency  in  the  same  direction. 

In  England  there  are  very  many  firms  that  have  been  established  through  several 
generations,  so  that  the  business  has  become  almost  hereditary  in  one  family.  In 
many  such  instances,  especially  if  the  family  has  become  wealthy  through  the  con- 
duct of  the  business,  it  often  follows  that  the  younger  generations  do  not  have  the 


ENGLAND.  35 

skill  or  care  in  management  that  their  fathers  or  grandfathers  possessed.  The 
result  is  that  there  creep  in  very  many  items  of  added  cost  in  connection  with  the 
wages,  which  would  not  be  found  in  any  new  industry.  In  one  special  case  which 
has  been  cited  it  was  found  that  an  hereditary  business  of  this  kind  which  employed 
1,500  men,  and  which  had  not  been  very  profitable  for  some  years,  needed  to  be 
thoroughly  reorganized  after  it  had  sold  out  to  the  combination.  The  new  manager 
found  that  by  a  proper  readjustment  and  the  introduction  of  some  machinery  ho 
was  able  to  accomplish  the  work,  formerly  done  by  1,500  men,  with  the  assistance 
of  only  600.  Some  of  the  men  formerly  employed  afterwards  said  that  they  knew 
that  they  had  not  been  really  needed  in  the  old  establishment,  and  that  they  had 
to  a  considerable  extent  fooled  away  their  time,  but  that  having  fair  wages  in  a  place 
where  the  manager  seemed  to  want  them,  they  naturally  had  made  no  complaint  of 
lack  of  opportunity  for  effort. 

This  doubtless  extreme  case  has  also  another  side  which  affects  the  formation  of 
the  combinations.  One  of  the  chief  producers  in  a  line  of  industry  which  has  since 
been  organized  into  a  combination  held  out  for  a  long  time  before  selling  his  establish- 
ment. The  business  had  been  in  the  family  for  generations,  and  he  had  two  sons 
whom  he  wished  to  succeed  him.  He  said  that  he  realized  that  if  his  business  went 
into  the  hands  of  the  combination  his  sons  would  in  all  probability  have  to  look  else- 
where for  employment,  and  it  had  been  his  intention  to  set  them  up  for  life  in  their 
father's  business.  Occasionally  a  similar  instance  is  found  in  this  country,  but  in  no 
case  probably  is  the  sentiment  in  favor  of-  continuing  a  business  in  the  same  family 
s<>  strong,  nor  on  the  other  hand  will  a  parent  here  take  the  same  care  to  provide  a 
position  for  his  son  in  a  specific  line  of  business.  An  American  father,  speaking  gen- 
erally, would  much  more  readily  take  the  money  and  set  his  son  up  in  any  other 
line  that  seemed  to  furnish  equal  opportunities. 

The  Brass  Bedstead  Association,  in  July,  1900,  had  in  the  combination  50  out  of 
56  manufacturing  establishments  in  the  country.  It  will  be  recalled  that  since  that 
time  there  has  been  a  withdrawal  of  several  more  establishments,  so  that  some 
report  the  combination  as  broken  up.  The  Bradford  Dyers  control  a  very  large  pro- 
portion of  the  industry  in  their  section  of  the  country,  in  most  lines  of  the  industry 
having  as  high  as  90  per  cent  in  their  combination,  and  in  certain  specialties  having 
really  the  absolute  control  of  the  industry.  The  Fine  Cotton  Spinners  have  fully  80 
per  cent  of  the  entire  English  production,  and  in  certain  lines  doubtless  have  as  much 
as  90  per  cent. 

PRICES. 

In  practice  in  all  these  establishments,  as  well  as  in  others  in  which  combinations 
have  been  formed,  there  has  been  something  of  an  increase  in  prices,  although  in 
many  instances,  doubtless,  if  not  in  nearly  all  of  them,  this  increase  in  prices  has 
been  due  in  good  part  to  the  increase  in  the  prices  of  the  raw  materials.  During  the 
past  2  years  this  increase  has  been  a  very  general  one.  Take,  first,  the  increase  in 
the  prices  of  the  products  of  the  Fine  Cotton  Spinners.  This  has  not  been  much, 
except  as  the  prices  on  the  raw  material  have  forced  the  prices  of  the  finished  prod- 
ucts up.  Apparently  owing  chiefly  to  the  saving  in  the  cost  of  manufacture,  there 
seems  to  have  been  a  slight  increase  in  the  margin  between  the  prices  of  the  raw  and 
the  finished  product.  It  is  questionable,  however,  whether  when  the  price  of  the 
raw  material  falls  the  finished  product  will  fall  in  proportion.  In  most  cases,  if  one 
may  judge  from  the  experience  in  the  United  States,  it  is  somewhat  easier  for  a  manu- 
facturer, especially  if  he  controls  a  large  proportion  of  the  market,  to  hold  the  price 
of  the  finished  product  proportionately  higher  after  a  fall  in  the  raw  material,  thus 
increasing  his  profit,  than  to  increase  the  price  of  the  finished  product  more  than 
proportionately  to  an  increase  in  the  price  of  the  raw  material. 

The  Bradford  Dyers  in  a  somewhat  similar  way  have  found  the  cost  of  their  raw 
material  gradually  forcing  the  prices  up,  especially  'in  certain  lines.  The  price  of  their 
coal,  for  example,  had  increased  very  materially,  and  the  prices  of  most  other  materials 
had  also  increased.  Their  prices  in  certain  lines  have  not  been  raised  at  all,  but  in 
other  lines  their  rates  have  increased  a  little,  perhaps  5  per  cent.  It  should  be 
noted  that  the  work  of  the  Bradford  Dyers  is  somewhat  different  from  that  of  regular 
manufacturers,  inasmuch  as  their  business  is  to  take  the  manufactured  fabric  from 
the  mills  and  dye  and  finish  it. 

The  English  Sewing  Cotton  Company  also  seems  to  have  been  able  to  increase  the 
prices  of  their  goods  somewhat,  apparently  as  a  result  of  the  combination.  Here 
again  the  chief  factor  in  the  rise  of  prices  seems  to  have  been  scarcity  as  compared 
with  the  demand,  and  the  dearness  of  their  raw  material.  The  production  has 
undoubtedly  increased  and  the  combination  has  undoubtedly  been  able  to  stop  some 
cutting  in  prices,  at  any  rate. 
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The  Wall  Papers  Manufacturers  have  increased  prices  on  low  grades  of  paper  from 
10  to  20  per  cent. 

Mr.  E.  J.  Smith  says  that  in  his  rather  peculiar  combinations  he  never  considers 
that  the  combination  is  successfully  established  until  it  is  able  to  raise  prices.  It 
will  be  recalled  that  his  combinations,  according  to  his  claim,  have  been  made  as  a 
result  of  ruinous  competition,  and  that  it  is  the  intention  to  give  to  each  manufacturer 
a  fair  profit  over  the  cost  of  production,  the  cost  being  accurately  and  absolutely  cal- 
culated. In  consequence  it  is  essential  to  the  success  of  the  combination  that  they 
be  able,  if  conditions  have  been  unfavorable  before  the  formation  of  the  combination, 
to  increase  the  price  somewhat.  It  is  not  felt  that  this  power  to  increase  prices  has 
been  abused.  The  workmen  would  not  permit  that.  Prices  in  those  combinations 
can  not  be  increased  without  the  consent  of  the  workingmen,  who  are  also  standing 
members  of  the  combination.  In  the  bedstead  association,  during  the  period  of  its 
existence,  the  workingmen  twice  refused  to  let  prices  be  raised  although  their  wages 
would  have  increased  proportionately  to  the  profits  of  the  employers,  provided  that 
greater  profits  had  been  made.  The  reason  for  their  refusal  was  their  fear,  in  the 
first  place,  of  public  opinion,  and  secondly  the  fear  that  an  increase  in  prices  would 
result  in  a  reduction  of  sales,  and  in  consequence  in  a  lessening  of  the  amount  of 
work.  Naturally  the  workingmen  prefer  good  steady  wages  to  somewhat  higher 
wages  with  at  times  a  complete  lack  of  employment. 

As  a  whole  we  may  say  that  the  combinations  in  England  have  already  shown 
that  they  have  the  power  to  increase  wages  slightly  above  what  they  have  been  under 
conditions  of  free  competition;  that  at  any  rate  owing  to  their  savings  they  have 
been  able  to  increase  the  margin  somewhat  between  the  cost  of  the  raw  material  and 
the  finished  product;  and  that,  speaking  generally,  they  are  probably  able  to  hold 
prices  slightly  higher  than  they  would  be  under  a  period  of  free  competition.  On 
the  other  hand,  it  must  be  noted,  that  the  actual  increase  in  prices  which  has  taken 
place  is  in  most  instances  due  chiefly  to  the  increase  in  the  cost  of  the  raw  material 
and  of  the  materials  of  manufacture. 

THE   TARIFF   ON    IMPORTS. 

Naturally  in  England,  inasmuch  as  there  is  no  tariff  of  a  protective  nature  on  any 
of  the  articles  manufactured  by  the  combinations,  no  claim  has  been  made  that  the 
combinations  are  created  by  the  tariff,  a  claim  so  usual  in  protectionist  countries.  It 
may  be  worth  while  to  observe,  however,  that  many  powerful  combinations  have 
been  formed  in  England  within  the  last  few  years,  and  that  in  those  lines  the  causes 
for  the  formation  seemed  to  be  substantially  the  same  as  those  given  in  other  coun- 
tries, and  the  results  of  the  combination  upon  prices  and  wages  do  not  materially 
differ. 

THE  ENGLISH  LAW  REGARDING  COMBINATIONS  AND  CORPORATIONS. 

(a)  Combination*. — There  has  been  in  England  no  direct  legislation  regarding  the 
modern  combinations  in  industry,  but  as  will  appear  from  Part  II,  where  the  report 
on  the  corporation  laws  of  England  is  made  in  detail,  the  following  one  or  two  points 
should  be  noted: 

In  the  first  place,  if  a  company  is  incorporated  by  an  act  of  Parliament  and  is  not 
by  its  active  incorporation  given  power  to  hold  stock  in  another  corporation  the 
purchase  of  such  stock  is  ultra  vires,  and  the  public  by  the  attorney-general  can 
interpose  and  prevent  it.1  If  the  constitution  of  a  corporation  authorizes  it  to  hold 
stock  in  another  corporation,  it  may  do  so. 

The  common  law  of  England  holds  illegal  all  contracts  in  restraint  of  trade  in  the 
same  manner  as  does  the  common  law  in  the  United  States.  The  interpretation  of 
the  law,  however,  is  probably  somewhat  more  liberal  than  it  has  been  in  the  United 
States  since  the  passage  of  the  later  laws  against  industrial  combinations,  and  since 
the  combinations  have  become  in  the  popular  mind  so  detrimental  to  the  public 
interest.  Two  leading  cases  may  perhaps  be  referred  to.2  In  Mitchel  r.  Reynolds, 
decided  in  1711,  Reynolds  having  assigned  a  lease  of  a  bakery  for  5  years  to  Mitchel 
and  having  agreed  not  to  enter  the  bakery  business  in  that  parish  during  that  time 
under  a  forfeit  of  £50  as  damages,  did  reenter  the  business  contrary  to  the  contract, 
claiming  that  the  contract  was  void  because  it  was  in  restraint  of  trade.  The  court 
held  that  if  a  promise  in  restraint  of  trade  is  founded  upon  a  good  consideration, 
partial  as  to  territory,  and  reasonable,  it  will  be  enforced,  but  not  so  if  it  is  general 

1  Great  Eastern  Railway  Company  r.  Turner  and  L.  R.,  Ch.  App.,  149;  Attorney-General  v.  Great 
Northern  Railway  Company,  1  Dr.  and  Sm.,  15. 

2  Ex  parte  Contract  Corp.,  3  Ch.  105;  Royal  Bank  of  India  Case,  4  Ch.  252.    1  P.  Wins.,  181. 
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not  to  exercise  a  trade  throughout  the  kingdom,  l^ecause  such  a  contract  could  lie  of 
no  benefit  to  either  party,  and  they  awarded  damages  to  the  plaintiff. 

The  leading  case l  in  the  later  da'ys  seems  to  uphold  contracts  that,  under  the  anti- 
trust act  of  the  United  States,  would  quite  probably  be  held  void.  The  principal 
opinion,  delivered  by  Lord  Halsbury,  says: 

"I  am  of  opinion  *  *  *  that  the  whole  matter  comes  around  to  the  original 
proposition,  whether  a  combination  to  trade  and  to  offer,  in  respect  of  prices,  dis- 
counts and  other  trade  facilities,  such  terms  as  will  win  so  large  an  amount  of  cus- 
tom as  to  render  it  unprofitable  for  rival  customers  to  pursue  the  same  trade  is  unlaw- 
ful, and  I  am  clearly  of  opinion  that  it  is  not." 

Probably  no  exactly  similar  case  has  come  up  in  the  United  States,  and  the  gen- 
eral principles  laid  down  by  our  judges  seem  to  follow  those  of  the  English  judges. 
The  interpretation,  however,  seems  to  have  been  in  a  good  many  cases  rather  less 
liberal  here  than  in  England. 

(b)  Corporations. — As  regards  the  English  corporation  law,  however,  that  is  found 
in  most  particulars  to  be  considerably  stricter  than  the  corporation  laws  in  our  States, 
and  in  addition  to  that  fact  the  one  law  obtains  throughout  the  whole  country,  and 
there  is  not  the  possibility  for  evasion  of  the  spirit  of  the  law  that  is  readily  found 
here,  owing  to  the  conflicting  laws  of  our  different  States. 

The  general  spirit  of  the  English  law  is  covered  by  the  one  word  "publicity." 
The  basis  of  the  present  law  is  found  in  the  Companies  Act  of  1862  and  the  acts 
amending  the  same,  especially  the  Companies  Act  of  1867  and  the  new  act  of  1900. 
For  a  good  many  years  there  has  been  a  feeling  in  England  that  the  spirit  of  these 
acts  Avas  being  evaded  by  devices  which  had  been  invented  by  corporation  lawyers 
to  enable  their  clients  (promoters  and  directors  of  companies  chiefly)  to  secure  large 
profits  through  the  watering  of  stock,  and  the  concealment  of  their  methods  of  doing 
business.  It  was  desired  to  prevent  these  practices  without  at  the  same  time  check- 
ing the  proper  spirit  of  enterprise  among  business  men.  The  reports  of  the  inspector- 
general  on  the  winding  up  of  bankrupt  companies  from  year  to  year  had  called 
attention  to  very  many  of  the  abuses  that  had  arisen  under  the  law.  As  long  ago  as 
1894,  when  the  Right  Hon.  James  Bryce  was  the  president  of  the  Board  of  Trade,  a 
committee  was  appointed  to  inquire  what  amendments  were  necessary  in  the  acts 
relating  to  joint  stock  companies  with  a  view  to  the  better  prevention  of  fraud  in 
relation  to  the  formation  and  management  of  companies,  and  to  consider  a  report 
upon  a  draft  bill  to  be  laid  before  them.  This  committee  was  composed  of  some  of 
the  leading  judges  and  lawyers  of  England,  together  with  business  men  and  rep- 
resentatives of  the  Government.  They  took  the  opinions  of  the  leading  stock 
exchanges,  had  reports  upon  the  corporation  laws  of  France,  Germany,  and  some  of 
the  States  in  the  United  States,  and  as  a  result  of  their  investigation  made  sugges- 
tions for  amendment  to  the  law  presented  in  the  form  of  a  draft  bill.  The  companies 
bill  was  referred  to  a  select  committee  of  the  House  of  Lords;  it  was  considered  by 
them  in  detail,  and  a  minute  of  the  evidence  was  printed  in  1896.  The  same  pro- 
cedure was  followed  in  1897,  1898,  and  1899,  when  they  finally  ordered  the  bill  to  be 
reported  to  the  House  of  Lords,  with  some  amendments.  On  the  basis  of  this  bill 
and  the  preceding  investigation  a  companies  bill  was  introduced  in  the  House  of 
Commons  and  was  referred  to  the  standing  committee  on  trade,  which  went  through 
it  again,  made  further  amendments,  and  finally  presented  it  to  the  House,  where  it 
was  fully  considered  and  finally  passed  on  the  8th  of  August,  1900. 

It  will  be  noticed,  therefore,"  that  the  latest  amendments  giving  the  present  law 
of  England  are  the  result  of  some  6  years'  study  by,  in  the  first  place,  a  special  com- 
mittee appointed  by  the  Board  of  Trade  (an  executive  department  of  the  English 
Government),  by  a  special  committee  of  the  House  of  Lords,  and  by  the  regular 
standing  committee  on  trade  in  the  House  of  Commons,  with  opportunity  for  full 
discussion  throughout.  The  earlier  law  of  1862  made  quite  full  provision  for  pub- 
licity regarding  the  acts  of  promoters  and  the  work  of  directors  of  companies.  Later 
amendments  of  1900  are  simply  directed  toward  preventing  evasion  of  these  earlier 
provisions,  and  toward  making  them  somewhat  more  complete.  During  all  this 
period,  until  within  the  last  year  or  two  at  any  rate  England  has  been  the  leading 
commercial  country  of  the  world  and  her  industrial  progress  does  not  seem  to  have 
been  stopped  by  toon  provisions  of  her  law.  These  later  amendments  have  also 
been  made  with  due  regard  to  the  fact  that  England  seemed  just  at  present  to  be 
falling  somewhat  behind  in  the  race  for  industrial  supremacy,  and  especial  care  was 
taken  to  put  in  no  provisions  that  should  hamper  industrial  enterprise. 

The  leading  points  given  in  detail  in  Part  II  are  these: 

(1)  Capital  must  be  paid  in  in  cash  unless  the  matter  has  been  otherwise  deter- 
mined in  a  contract  made  in  writing  and  filed  with  the  registrar  of  joint  stock 
companies,  where  it  may  l>e  inspected  by  the  public. 


mship  Company  r.  McGregor  Gow  &  Co.,  Appeal  cases,  25,  decided  in  1892. 
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(2)  Prospectuses  issued  in  behalf  of  companies  must  disclose  fully  the  conditions 
under  which  the  companies  are  formed,  including  the  names  and  addresses  of  those 
subscribing,  the  memorandum  of  association,  the  number  of  founder's  shares,  the 
nature  of  the  interest  of  the  holders  in  the  property  and  profits  of  the  company,  the 
qualifications  of  directors,  the  number  and  amount  of  shares  and  debentures  to  be 
issued  as  fully  or  partly  paid  up  otherwise  than  in  cash,  the  extent  to  which  they 
are  so  paid  up,  the  consideration  for  which  they  have  been  issued,  the  names  and 
addresses  of  the  vendors  of  any  property  purchased  to  be  paid  for  out  of  the  proceeds 
of  the  sale  of  shares,  the  amount  payable  to  the  vendor,  the  amount  paid  for  good 
will,  the  amount  payable  as  commissions  for  procuring  subscriptions,  the  estimated 
amount  of  preliminary  expense,  the  amount  to  be  paid  to  any  promoter,  the  dates 
and  parties  to  every  material  contract,  and  the  time  and  place  where  such  contract 
may  be  inspected,  the  nature  and  extent  of  the  interest  of  every  director  in  the  pro- 
motion or  in  the  property  proposed  to  be  acquired  for  the  company,  together  with  a 
clause  forbidding  any  plan  for  shares  or  debentures  to  waive  compliance  with  any  of 
the  above  requirements. 

(3)  The  promoters  and  directors  are  held  strictly  liable  for  the  careful  carrying 
out  of  the  above  provisions. 

(4)  Directors  are  held  strictly  responsible  for  the  truthfulness  of  statements  made 
in  all  their  reports  concerning  the  business,  unless  they  can  show  that  they  were  in 
no  sense  responsible  for  such  misstatement. 

(5)  Careful  accounts  must  be  kept,  and  a  balance  sheet,  in  not  too  great  detail, 
must  be  furnished  to  the  stockholders,  but  directors  are  not  restrained  from  dealing 
in  the  shares  of  the  company  nor  from  acting  as  directors  of  rival  companies,  pro- 
vided there  is  no  undue  concealment  of  the  facts. 

(6)  Reports  must  be  made  regularly  to  the  Government,  giving  the  leading  pro- 
visions as  to  the  capitalization,  the  amounts  paid  in  on  shares,  the  details  regarding 
transfers  of  shares  during  the  preceding  year,  lists  of  the  stockholders,  etc.     All  of 
these  reports  of  various  kinds  are  to  be  duly  filed  with  the  registrar  of  companies. 

(7)  Each  company  must  have  a  registry  office  to  which  all  communications  and 
notices  may  be  addressed,  otherwise  it  is  subject  to  a  severe  penalty,  and  any  mis- 
statement  in  any  of  these  reports  is  a  misdemeanor  subject  to  penalty  of  imprisonment. 

(8)  Auditors,  being  neither  directors  nor  officers  of  the  company,  are  to  have  full 
right  of  investigation  of  the  affairs  of  the  company  in  detail,  and  are  to  certify  to  the 
accuracy  of  the  annual  report  and  balance  sheet  as  representing  accurately  the  gen- 
eral condition  of  business  of  the  company. 

(9)  Under  the  law  of  1862,  in  the  case  of  companies  limited  by  shares,  books  of 
account  were  to  be  kept  at  the  registry  office  open  to  the  inspection  of  stockholders, 
subject  to  any  reasonable  restrictions  as  to  time  and  manner  of  inspection.     This, 
however,  might  be  changed  by  the  articles  of  association,  and  of  course  has  regu- 
larly been  so  changed.     The  registrar-general  of  companies  is  to  have  the  right  upon 
application  of  a  sufficient  proportion  of  the  shareholders  of  any  company  in  number 
not  less  than  one-fifth  of  the  whole  number,  with  due  evidence  furnished  as  to  the 
necessity  of  such  investigation,  to  look  into  the  affairs  of  any  joint  stock  company, 
and  make  due  report  to  the  stockholders  regarding  such  examination.     Of  course, 
the  applicants  must  give  security  for  the  payment  of  the  costs  of  the  inquiry  and 
must  show  that  they  are  not  actuated  by  malicious  motives,  and  that  the  inquiry  is 
needed.     The  main  difference  between  that  custom  and  ours  is,  of  course,  that  the 
order  conies  through  an  executive  department  of  the  Board  of  Trade  and  not  through 
a  court. 

It  will  be  noted  that  stockholders  are  as  well  protected,  perhaps,  in  cases  of  fraud 
which  they  can  themselves  establish  in  this  country  as  under  these  laws  in  England; 
but  that  in  England  there  is  more  publicity  regarding  the  acts  of  the  promoter,  and 
there  are  pro  visions  for  fairly  detailed  reports  from  the  directors,  which  have  a  tendency 
to  check  the  formation  of  purely  speculative  companies  and  to  enable  stockholders 
to  be  rather  more  secure,  if  they  wish  to  be,  regarding  these  investments. 

It  is  thought  by  some  of  the  promoters  of  the  great  combinations  formed  within 
the  last  two  years  and  by  some  lawyers  who  have  been  concerned  in  their  organ^za- 
tion,  that  had  these  amendments,  passed  in  August,  1900,  been  adopted  two  years 
before,  they  would  have  hindered  somewhat  the  formation  of  some  of  the  later  large 
combinations  in  England.  The  sounder  companies,  which  seemed  to  be  called  for 
imperatively  by  business  conditions,  would  have  been  organized  substantially  as  at 
present,  but  those  organized  more  particularly  at  the  instance  of  a  speculative  pro- 
moter, and  somewhat  probably  at  the  expense  of  the  public,  who  have  been  persuaded 
to  buy  their  shares,  would  have  been  postponed  until  conditions  more  imperatively 
demanded  combination,  when  the  owners  and  managers  of  the  various  establish- 
ments would  themselves  have  taken  the  initiative,  and  would  have  been  willing  to 
pay  a  legitimate  promoter  of  the  higher  type  a  just  and  full  equivalent  for  business 
services  actually  performed. 


APPENDIX  I. 

PROSPECTUS  OF  THE  CALICO   PRINTERS'  ASSOCIATION,  LIMITED. 

In  allotting  shares  favorable  consideration  will  be  given  to  those  applicants  who 
apply  for  both  debenture  stock  and  shares. 

The  list  of  applications  will  open  on  Thursday,  December  14,  and  will  close  the 
following  day,  Friday,  December  15,  at  4  o'clock  in  the  afternoon  or  earlier,  for  both 
town  and  country. 

THE. CALICO  PRINTERS'  ASSOCIATION,  LIMITED. 

[Incorporated  under  the  companies  acts,  1862  to  1898.] 

SHARE  CAPITAL,  £6,000,000. 

Divided  into  6,000,000  shares  of  £1  each,  5,000,000  of  which  are  now  to  be  issued 
as  ordinary  shares,  and  the  remainder  may  be  issued  hereafter  either  as  5  per  cent 
cumulative  preference  shares  or  as  ordinary  shares,  4  per  cent  perpetual  first-mort- 
gage debenture  stock,  £3,200,000. 

PRESENT    ISSUE. 

4  per  cent  perpetual  first-mortgage  debenture  stock,  which  will  be  issued 

in  multiples  of  £1 £3, 200,-000 

Ordinary  shares  of  £1  each 5,000,000 

8,  200, 000 

Of  the  above  issue  £1,066,666  debenture  stock  and  £1,595,170  ordinary  shares  will 
be  issued'  to  the  vendors  in  part  payment  of  purchase  money,  and  the  remainder, 
vi/.,  £2,133,334  debenture  stock,  £3,404,830  ordinary  shares,  are  now  offered  for 
public  subscription  at  par,  payable  as  follows: 


Shares, 
per 
share. 

Deben- 
ture 
stock. 

On  application  .                

«.  d. 
'I    6 

Perrt. 
10 

On  allotment  

5    0 

25 

On  March  1   1900                        

5    0 

25 

On  Mav  1,  1900  

7    6 

40 

The  debenture  stock  will  be  registered  in  the  books  of  the  company,  and  the  inter- 
est will  be  paid  half  yearly  on  February  1  and  August  1  in  each  year,  the  first  pay- 
ment (calculated  from  the  due  date  of  each  instalment)  being  made  on  August  1, 
1900. 

Interest  at  5  per  cent  per  annum  will  be  charged  on  instalments  in  arrear. 

The  debenture  stock  and  the  interest  thereon  will  he  secured  bv  a  specific  first 
mortgage  to  the  trustees  for  the  debenture  stockholders  of  the  free'hold,  copyhold, 
and  heritable  properties,  now  purchased  by  the  company  and  (subject  to  necessary 
consents  of  landlords)  the  leasehold  properties  .-o  purchased  held  in  England  for 
terms  having  more  than  twenty-one  years  to  run,  or  in  Scotland  for  terms  of  thirty- 
one  years  or  upwards  from  the  date  of  the  lease,  and  of  the  company's  beneficial 
interest  in  the  French  works  now  purchased  l>y  it,  which  will,  for  convenience,  be 
retained  in  the  French  registry  in  the  name  of  a  trustee  for  the  company,  and  by  a 
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first  floating  charge  on  the  undertaking,  and  other  property  present  and  future  of 
the  company  in  England,  and  also  (so  far  as  may  be  consistent  with  the  law  of  those 
countries)  in  Scotland,  France,  and  elsewhere,  but  not  including  uncalled  capital  of 
the  company. 

Power  is  reserved  by  the  trust  deed  to  create  further  debenture  stock  in  addition 
to  and  ranking  pari  passu  with  the  above  £3,200,000  to  a  total  not  exceeding  three- 
fourths  of  the  nominal  amount  of  the  share  capital  of  the  company  for  the  time 
being,  but  no  further  amount  of  the  stock  beyond  the  present  issue  of  £3,200,000 
can  be  issued  unless  additional  hereditaments  are  acquired,  and  then  only  to  the 
extent  of  two-thirds  of  the  value  of  such  hereditaments,  and  of  any  fixed  or  loose 
plant  and  machinery  in  or  about  the  same. 

In  case  the  company  is  at  any  time  wound  up  the  stock  is  repayable  at  £120  per 
cent. 

TRUSTEES    FOR   THE    FIRST-MORTGAGE   DEBENTURE   STOCKHOLDERS. 

Neville  Clegg  (F.  W.  Grafton  &  Co.). 

William  Graham  Crum  (chairman  of  the  Thornliebank  Company,  Limited). 

Edward  Gordon  McConnel  (chairman  of  Edmund  Potter  &  Co.,  Limited). 

DIRECTORS. 

Francis  Frederick  Grafton  (F.  W.  Grafton  &  Co.),  chairman. 

John  Henry  Gartside  (Gartside  &  Co.,  of  Manchester,  Limited) ,] 

James  Hyslop  MacMillan  (S.  Schwabe  &  Co.,  Limited^,  [Vice-chairmen. 

Charles  Henry  Nevill  (The  Strines  Printing  Company), 

Lennox  B.  Lee  (The  Rossendale  Printing  Company). 

George  McConnel  (Edmund  Potter  &  Co.,  Limited). 

Z.  Henry  Keys  (Z.  Keys  &  Sons). 

Robert  McKechnie  (James  Black  &  Co.,  Limited). 

(The  above  have  been  appointed  the  first  managing  directors  of  the  association.) 

[Seventy-six  names  follow.] 


Manchester 

and 
branches. 


BANKERS. 

Messrs.  Cunliffes,  Brooks  &  Co., 

The  Manchester  and  Liverpool  District  Banking  Company,  Limited, 

The  Manchester  and  County  Bank,  Limited, 

Williams  Deacon  and  Manchester  and  Salford  Bank,  Limited, 

The  Lancashire  and  Yorkshire  Bank,  Limited, 

The  Union  Bank  of  Manchester,  Limited, 

Messrs.  Brooks  &  Co.,  81  Lombard  street,  London. 

The  London  City  and  Midland  Bank,  Limited,  London  and  branches. 

The  Bank  of  Scotland,  Edinburgh,  Glasgow,  and  branches. 

The  British  Linen  Company  Bank,  Edinburgh,  Glasgow,  and  branches. 

The  Union  Bank  of  Scotland,  Limited,  Glasgow  and  branches. 

BROKERS. 

Linton,  Clarke  &  Co.,  Bartholomew  House,  London,  E.  C. 
Lumsden  &  Myers,  29  Cornhill,  London,  E.  C. 
Henry  Cooke  &  Son,  St.  Ann's  Churchyard,  Manchester. 
Aitkin,  McKenzie  &  Clapperton,  2  West  Regent  street,  Glasgow. 

SOLICITORS. 

Grundy,  Kershaw,  Sampson   &  Co.,  31    Booth  street,  Manchester,   and  4  New 
Court,  Lincoln's  Inn,  London,  W.  C. 
H.  E.  Warner  &  Co.,  10  Finsbury  Circus,  London,  E.  C. 
Maclay,  Murray  &  Spens,  169  West  George  street,  Glasgow. 
Moncrieff,  Barr,  Paterson  &  Co.,  45  West  George  street,  Glasgow. 


Jones,  Crewdson  &  Youatt,  7  Norfolk  street,  Manchester,  and  17  Coleman  street, 
London,  E.  C. 

Registered  office. — 2  Charlotte  street,  Manchester. 
Secretary  (pro  tern.) — David  Knipe. 
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This  company  has  been  formed  primarily  for  the  purpose  of  acquiring  and  amalga- 
mating various  companies  and  firms  engaged  in  the  calico  printing  industry. 

The  following  have  entered  into  contracts  with  this  association  for  the  sale  of  their 
businesses: 


PRINTERS. 


Name  of  firm. 

Location  of  works. 

Works 
first 
estab- 
lished. 

Num- 
ber of 
print- 
ing ma- 
chines. 

Andrew  &  Sons,  Geo.  l  

Near  Manchester  

1824 

15 

Ash  ton  &  Co.  ,  Limited,  F.  W  

...do... 

1816 

15 

Bayley  &  Craven  

do  

1806 

12 

Black  &  Co.  ,  Limited.  Jas  

Near  Glasgow  

1828 

30 

Bradshaw,  Hammond  &  Co.,  Limited  

Near  Manchester  

1838 

13 

Bennett  &  Sons,  Limited,  John  * 

do 

1821 

20 

Bingswood  Printing  Co.,  Limited  

do  

1873 

11 

Birkacre  Co.  ,  Limited  2  

do  

17% 

16 

Buckley,  Limited,  Ed.  &  Jos  

...do... 

1863 

7 

Brier  &  Sons  John  

do           

1835 

9 

Boyd  &  Co.  ,  Thomas  

do  

1825 

19 

Cal  vert  &  Bros.,  Limited,  J.  H  

do  

1835 

11 

Dalglish  Falconer  &  Co.,  Limited  

Near  Glasgow  .         

1805 

20 

Dalmuir  Printing  Co.,  Limited  

do  

1891 

6 

Gartside  &  Co   of  Manchester,  Limited  3  

Near  Manchester 

1865 

74 

Gateside  Printing  Co.,  The  

Near  Glasgow  

1881 

6 

Grafton&Co.,F.W  

Near  Manchester.  .  . 

1782 

34 

Gibson  &  Costobadie  

do  

1800 

16 

Hayfield  Printing  Co.,  Limited  

.    ..do  .           

1858 

12 

Hardie,  Starke  &  Co  

Near  Glasgow  

1830 

7 

Keys  &  Sons,  Z  

do... 

1842 

28 

Higginbot  ham  &  Co,  Limited,  S  

do      

1800 

19 

Inglis  &  Wakefleld,  Limited  

do  

1841 

23 

Kay  &  Sons  Limited  ,  Robt  

Near  Manchester  

1860 

8 

Kennedy  &  Co.,  Limited,  J.  L  

do  

1850 

16 

Kinder  Printing  Co  ,  Limited  

do 

1849 

17 

Knowles  &  Co.,  Limited,  S  

do  

1820 

19 

Laxton  &  Co.,  Limited,  F  
Low  Mill  Bleaching  &  Printing  Co.,  Limited  

do  
do           

1853 
1876 

8 
8 

MacNab&Co    ..    "     T.  

Near  Glasgow  

1843 

12 

MacGregor  &  Co.,  A.  R  

...do... 

1868 

4 

Millfleld  Printing  Co       

do 

1895 

6 

Murray  &  Co.,  Adam  
Potter  &  Co    Limited  Edmund                 

do  

Near  Manchester            ... 

1860 
1825 

6 
51 

Rossendale  Printing  Co.  ,  The  

..  do           

1790 

24 

Rumney  ,  E.  B  

do  

1750 

18 

Rumney  &  Co.,  Limited,  W.  *  

...do  

1854 

31 

Saxby  Charles                  

do           

1794 

9 

Schwabe  &  Co.  ,  Limited,  S  

..  .  do  

1788 

40 

Near  Glasgow        

1842 

7 

Strines  Printing  Co.,  The.           

Near  Manchester  

1794 

20 

Thornliebank  Co.  ,  Limited,  The  6  

Near  Glasgow  

1798 

45 

Walker  &  Sons  Robt                            

Near  Manchester  

1845 

7 

Watson  &  Co.,  Limited,  William  

do  

1889 

13 

Whalley  Abbey  Printing  Co    Limited 

do         

1860 

25 

Wood,  Limited,  Christopher  

do  

1847 

13 

Total  .  . 

830 

1  Includes  spinning  and  weaving  business,  and  the  greater  part  of  the  village  of  Compstall. 
a  Excludes  market  bleaching  business. 

3  Includes  spinning,  weaving,  coloured  and  black  dyeing  businesses  aud  business  of  John  Dal  toil  & 
Co.,  and  Waterside  Mills,  lately  purchased. 

4  Includes  spinning  and  weaving  business. 

*  Includes  nearly  all  the  village  of  Thornliebank. 

MERCHANTS. 


Name  of  firm. 

Location. 

Estab- 
lished. 

Name  of  firm. 

Location. 

Estab- 
lished. 

Allan  Arthur,  Fletcher  & 
Co. 

Glasgow  and 
Manchester. 

1873 

Hoyle's  Prints,  Limited.. 
Mills  &  Co.,  James  

Manchester.  .  . 
do  

1780 
1887 

Black  &  Wingate,  Limited 
Bryce  Smith  &  Co  

Glasgow  
Manchester.  . 

1816 
1860 

Moir  &  Co.  ,  Limited  
Shaw  &  Co.,  Limited,  Jas. 

Glasgow  
Glasgow  and 

1894 
1840 

Gemmell  &  Barter  

do  

1866 

Manchester. 

Gray  &  Sons,  James  
Gourlie  &  Son,  Wm  

Glasgow  
do  

1888 
1831 

Waters  &  Co.,  John  
Wright  &  Whittaker  

Glasgow  
Manchester.  .  . 

1883 
1895 

Hewit  &  Wingate  

Glasgow  and 

1858 

Manchester. 
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The  business  of  calico  printing,  from  its  magnitude  and  its  capacity  for  indefinite 
variety  of  development,  is  one  of  the  most  important  of  the  textile  industries. 

The  art  was  introduced  into  Scotland  in  the  early  part  of  the  eighteenth  century, 
and  was  later  carried  into  the  north  of  England.  Several  of  the  concerns  have  been 
established  considerably  over  a  century,  and  their  productions  have  attained  a  world- 
wide reputation  and  prestige. 

Calico  printing  possesses  the  unique  advantage  of  affording  the  cheapest  means  of 
ornamenting  textile  fabrics,  and  it  is  at  the  same  time  adaptable  to  almost  every 
requirement.  Whilst  meeting  the  varied  demands  of  fashion,  a  large  proportion  of 
the  production  is  of  a  staple  character,  thus  insuring  steadiness  of  demand  and 
cheapness  of  production. 

The  businesses  acquired  comprise  about  85  per  cent  of  the  calico-printing  industry 
in  Great  Britain.  The  strength  of  the  association  is  shown  by  the  fact  that  it 
includes  nearly  every  leading  house  of  the  trade,  and  that  these  supply  goods  not 
only  to  all  branches  of  the  home  trade,  but  practically  to  every  open  market  of  the 
world.  The  businesses  also  deal  with  all  sections  of  the  trade,  and  include  the 
production  of  every  description  of  printed  cotton,  dress  goods,  furnitures,  cretonnes, 
linings,  flannelettes,  and  also  of  delaines  and  mixed  fabrics.  In  addition,  some  of 
the  businesses  own  large  spinning  and  weaving  plants. 

The  character  of  the  business  and  the  terms  on  which  it  is  conducted  are  such  as 
to  render  it  unusually  safe,  bad  debts  being  of  infrequent  occurrence  and  of  relatively 
trivial  amounts. 

The  purchases  include  the  copyright  of  the  whole  of  the  registered  designs  of  the 
vendors,  representing  the  accumulated  experience  and  skill  of  many  years.  The 
possession  of  these  assures  to  the  association  the  widest  powers  of  control  and  the 
means  of  efficiently  safeguarding  their  customers'  interests  in  the  future. 

The  magnitude  and  importance  of  the  trade  are  well  known.  The  average  exports 
of  printed  calicoes  for  the  five  years  ending  December  31,  1898,  as  shown  by  the 
board  of  trade  returns,  have  been  977,000,000  yards,  valued  at  £10,444,000  per 
annum,  and  the  exports  for  the  ten  months  ending  October,  1899,  were  885,000,000 
yards,  valued  at  £8,933,000.  These  figures  do  not  include  the  vast  outlet  in  the 
home  trade,  of  which  no  precise  statistics  are  available,  but  with  regard  to  this  it  is 
sufficient  to  mention  that  prints  enter  into  the  domestic  economy  of  practically  every 
household  in  the  United  Kingdom. 

Though  some  of  the  firms  included  in  this  association  have  been  and  are  earning 
large  profits,  the  results  of  the  trading  generally  for  the  past  few  years  have  been  of 
an  unsatisfactory  nature,  attributable  chiefly  to  internal  competition  and  cutting 
of  prices. 

The  directors  believe  that  amalgamation  of  interests  and  definite  community  of 
action  promise  the  following  advantages: 

1.  The  avoidance  of  undue  or  excessive  competition  and  of  the  selling  of  goods 
below  cost. 

2.  Large  economies  to  be  effected  by  the  centralization  of  buying  and  finance  and 
concentration  of  production. 

3.  The  prevention  of  overlapping  upon  the  part  of  the  firms  constituting  the 
association.     (In  the  past  there  has  been  an  immense  waste  in  sampling,  engraving, 
and  pattern  distribution.     This  can  be  greatly  reduced  without  detriment,  and  it  is 
evident  that  large  economies  must  ensue. ) 

In  regard  to  possible  competition,  the  directors  point  out  the  following  elements 
of  security  for  the  business  of  the  association: 

(a)  That  the  magnitude  of  the  operations  will  practically  insure  to  them  the  first 
offer  of  all  new  inventions  and  discoveries  relative  to  the  trade,  and  also  the  best 
productions  of  the  designer  and  engraver. 

(6)  That  calico  printing  is  in  itself  a  difficult  and  complicated  business,  and  that 
the  best  quality  of  work  is  obtainable,  not  so  much  by  the  skill  of  any  one  individual 
as  by  the  combination  of  skilled  workers  under  highly  organized  and  experienced 
management. 

(c)  That  owing  to  the  very  large  savings  which  can  be  made  in  the  expenses  of 
production,  all  competition,  whether  in  the  home  trade  or  in  neutral  foreign  markets, 
will  be  met  upon  much  more  favourable  terms  than  hitherto. 

Certain  markets  are  at  present  closed  to  English  prints  owing  to  hostile  tariffs.  It 
will  in  the  future  be  possible  to  carry  on  works  in  foreign  countries  under  most 
favourable  conditions  as  regards  designs,  engraved  rollers,  etc.,  and  in  a  way  which 
was  not  practicable  when  such  action  depended  solely  upon  the  initiative  of  individ- 
ual firms.  The  association  already  owns  a  large  works  in  France. 
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The  valuation  of  the  properties,  plant,  machinery,  etc.,  has  been  made 
by  the  well-known  firm  of  valuers,  Messrs.  Edward  Rushton,  Son  & 
Kenyon,  and  their  valuation,  a  copy  of  which  will  be  found  below, 

amounts  to £4,  750,  233 

In  addition,  the  association  acquires: 

Book  debts  guaranteed  by  the  vendors,  and  stock  in  trade,  amounting 

(subject  to  adjustment)  to 1,  895,587 

Copper  and  other  rollers  valued,  in  the  case  of  copper,  on  the  basis 
of  8d.  per  pound  for  rollers  of  the  standard  size,  being  25  per  cent 
below  current  market  price  for  new  rollers  (subject  to  adjustment 

according  to  the  actual  weights  taken  over) 894,  715 

The  issue  will  also  provide  cash  (subject  to  adjustment)  available  toward 
payment  for  the  additions  to  property  and  machinery,  and  the  designs, 
engraving,  and  sampling  hereafter  referred  to 152, 969 

Making  a  total  of 7, 693, 504 

The  books  of  the  various  firms  have  been  examined  by  Messrs.  Jones,  Crewdson  & 
Youatt,  and  their  certificate  is  as  follows: 

"  MANCHESTER,  December  7,  1899. 
"  To  the  Chairman  and  Directors  of  the  Calico  Printers'  Association,  Limited. 

"  GENTLEMEN:  We  have  examined  the  accounts  of  the  firms  with  one  small  excep- 
tion who  have  entered  into  contracts  for  the  sale  of  their  businesses  to  your  asso- 
ciation, and  we  beg  to  report  thereon  as  follows: 

"  Owing  to  the  varying  dates  of  stocktaking  it  is  impossible  to  give  the  combined 
profits  of  any  year  separately,  and  wre  have  therefore  taken  the  aggregate  figures  over 
a  period  mainly  of  5  years. 

"  For  the  above  reason  this  period  is  not  uniform,  but  the  commencing  date  has  in 
no  case  been  taken  prior  to  July,  1892,  and  is  for  the  most  part  comprised  within 
the  years  1893  to  1898,  inclusive. 

"  We  find  that  the  aggregate  average  results  of  the  trading  of  the  various  firms, 
whose  accounts  we  have  examined,  before  charging  income  tax  and  interest  upon 
partners'  capital  and  loans,  and  after  making  necessary  adjustments,  and  after  deduct- 
ing salaries  of  management  in  accordance  with  the  contracts  of  sale,  have  been  an 
annual  average  profit  of  £455,826  5s.  6d. 

"From  this  sum  should  be  deducted  a  proper  and  adequate  provision  for  deprecia- 
tion, and  after  consultation  with  your  valuers,  we  consider  that  a  yearly  sum  of 
£100,000  should  be  provided  as  a  depreciation  fund. 

"The  results  are  adversely  affected  by  the  diminished  profits  disclosed  by  a  num- 
ber of  the  firms  during  the  later  part  of  the  period  covered  by  our  examination. 
These  are  due,  in  our  opinion,  to  the  unfavourable  condition  of  the  trade  which  pre- 
vailed during  that  time. 

"  JONES,  CREWDSON  &  YOUATT." 

In  regard  to  the  accountants'  certificate,  the  directors  point  out: 

( 1 )  That  the  years  1897  and  1898  were  years  of  exceptional  difficulty  and  depres- 
sion in  the  calico  printing  trade. 

(2)  That  no  estimate  based  upon  these  years  forms  any  criterion  of  the  trade 
even  under  normal  conditions. 

The  directors  also  desire  to  emphasize  their  opinion  that  as  the  outcome  of  the 
amalgamation  far  different  and  more  profitable  results  may  be  confidently  expected 
in  the  future  than  have  been  realized  for  many  years  past.  . 

The  purchase  prices  for  the  properties  and  assets  acquired  amount  to  the  aggregate 
sum  of  £8,047,031,  of  which  £1,066,666  is  payable  in  fully  paid  debenture  stock  and 
l'l,")95,170  in  fully  paid  ordinary  shares,  and  the  balance  in  cash,  which  latter  is 
liable  to  be  slightly  increased  or  decreased  by  necessary  adjustments  of  stock,  book 
debts,  and  rollers. 

The  contracts  for  purchase  in  nearly  every  case  provide  that,  in  addition  to  the 
above  purchase  moneys,  the  association  shall  pay  in  cash  for  (1)  expenditure  on 
additional  property  and  machinery  since  the  date  of  Messrs.  Edward  Rushton,  Son 
&  Kenyon's  valuations  of  each  concern;  (2)  for  the  value  of  designs,  engraving,  and 
sampling  taken  over,  such  value  to  be  assessed  by  a  committee  appointed  by  the 
board  of  the  association. 

The  businesses  are  bought  equipped  with  working  stock  in  trade  and  free  from 
liabilities. 

The  various  businesses  are  to  be  taken  over  a.s  going  concerns  with  the  benefit  of 
the  trading  in  most  instances  from  the  30th  of  September  last,  subject  to  payment 
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of  interest  at  4  per  cent  per  annum  on  the  purchase  money,  and  the  association  takes 
over  all  current  contracts  and  engagements. 

Those  of  the  managing  directors  who  are  required  to  devote  their  whole  time 
and  attention  to  the  business  of  the  association  will  each  receive  £1,000  per  annum, 
and  the  managing  directors  collectively  receive  a  commission  on  the  profits  which 
does  not  fall  due  until  profits  sufficient  to  pay  a  dividend  of  at  least  5  per  cent  on  the 
ordinary  shares  have  been  earned.  The  other  directors  will,  unless  voted  by  the 
general  body  of  shareholders,  receive  no  remuneration  except  for  the  active  manage- 
ment of  branches,  under  the  provisions  of  the  contracts  for  purchase  specified  below. 

The  trustees  for  the  debenture  stockholders  in  addition  to  their  remuneration  as 
trustees  will  also  receive  under  the  provisions  of  the  contracts  for  purchase  remu- 
neration for  their  share  in  the  management  of  branches. 

It  is  a  matter  of  sincere  regret  to  the  directors  that  Mr.  E.  G.  McConnel,  who  for 
many  years  has  held  the  position  of  chairman  of  Messrs.  Edmund  Potter  &  Co.,  Lim- 
ited, is  unable,  through  ill  health,  to  join  the  board.  He  will,  however,  be  inter- 
ested in  the  company,  and  the  directors  will  have  the  benefit  of  his  experience  and 
advice. 

The  company  buys  in  each  case  direct  from  the  original  owners  of  the  businesses, 
without  the  addition  of  any  intermediate  profit. 

The  vendors  of  the  various  businesses  have  provided  a  fund  equivalent  to  2  per 
cent  on  their  purchase  price,  which  is  to  be  paid  to  Mr.  Ernest  Crewdson,  of  7  Nor- 
folk street,  Manchester  (who  has  negotiated  the  amalgamation),  and  is  to  be  applied 
by  him  in  his  entire  discretion,  and  without  liability  to  account  in  discharging  all 
the  preliminary  expenses  of  the  association  up  to  allotment  other  than  costs  of  con- 
veyance or  examination  of  title,  or  stamps  on  conveyances,  or  agreements  for  sale, 
or  on  any  statement  of  loan  capital,  or  trust  deed  for  securing  debenture  stock,  but 
including  the  remuneration,  to  be  fixed  by  Mr.  Crewdson,  to  be  paid  to  himself  or 
his  firm. 

The  following  contracts,  all  of  which  are  dated  the  2d  day  of  December,  1899,  have 
been  entered  into  by  the  following  persons,  firms,  and  companies,  in  each  case  with 
the  association,  viz: 

[Names  repeated.] 

In  the  case  of  certain  limited  companies,  where  doubts  have  existed  as  to  their 
powers,  undertakings  have  been  given  by  some  of  their  directors  or  principal  share- 
holders guaranteeing  the  performance  of  the  contracts. 

The  trust  deed  for  securing  the  debenture  stock  will  be  executed  on  the  comple- 
tion of  the  various  purchases,  and  will  be  in  the  form  of  the  printed  draft  referred  to 
in  an  agreement  dated  the  8th  of  December,  1899,  and  made  between  the  company 
of  the  one  part  and  the  above-named  trustees  for  the  debenture  stockholders  of 
the  other  part,  or  such  modified  form  as  may  be  adopted  in  accordance  with  the 
terms  of  that  agreement.  Pending  the  execution  of  the  trust  deed,  moneys  payable 
by  subscribers  for  the  debenture  stock  will  be  paid  to  a  separate  account  and  applied 
in  manner  mentioned  in  the  said  agreement. 

The  above  agreement  and  the  printed  draft  trust  deed  referred  to  therein,  the  con- 
tracts for  purchase  specified  above,  prints  of  the  memorandum  and  articles  of  associ- 
ation of  the  company,  Messrs.  Edward  Rushton  Son  &  Kenyon's  valuation,  and  the 
certificate  of  Messrs.  Jones,  Crewdson  &  Youatt,  can  be  seen  at  the  Manchester  offices 
of  Messrs.  Grundy,  Kershaw,  Samson  &  Co. 

Stock  exchange  settlements  and  quotations  will  be  applied  for  in  due  course. 

Applications  for  shares  or  for  debenture  stock  should  be  made  on  the  forms  enclosed, 
and  with  the  deposit  forwarded  to  one  of  the  bankers  of  the  company. 

If  no  allotment  is  made  the  deposit  will  be  returned  in  full,  and  where  the  number 
of  shares  or  the  amount  of  debenture  stock  allotted  is  less  than  that  applied  for,  the 
balance  will  be  applied  toward  the  payment  due  on  allotment,  and  any  excess  will 
be  returned  to  the  applicant. 

Failure  to  pay  any  instalment  on  shares  or  debenture  stock  will  render  the  pre- 
vious payments  liable  to  forfeiture. 

Copies  of  the  prospectus,  with  forms  of  application  for  shares  and  for  debenture 
stock,  can  be  obtained  at  the  offices  of  the  company,  or  from  the  bankers,  the  brokers, 
the  auditors,  or  the  solicitors. 

The  following  is  a  copy  of  Messrs.  Edward  Rushton  Son  &  Kenyon's  valuation: 

"13  NORFOLK  STREET,  MANCHESTER,  December  7,  1899. 
"  To  the  Directors  of  The  Calico  Printers'  Association,  Limited. 

"GENTLEMEN:  We  have  valued  the  properties  of  the  firms  who  have  signed  con- 
tracts for  the  sale  of  their  businesses  to  your  association. 

"The  works  and  estates  comprise  34  freeholds,  with  about  1,730  acres  of  land,  9 
long  leaseholds  of  about  173  acres,  and  15  shorter  leaseholds  (up  to  99  years)  of  325 
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acres  or  thereabouts,  and  the  water  rights  connected  with  the  works  are  very  exten- 
sive and  valuable. 

"Several  important  Manchester  warehouses,  with  the  freehold  sites,  containing 
about  3,205  square  yards,  are  included;  and  also  numerous  residences,  dwelling  houses, 
plots  of  valuable  building  land,  and  receivable  chief  rents. 

"All  the  chief  or  ground  rents,  feus,  and  other  burdens  to  which  the  various  lands 
are  subject  have  been  deducted  from  the  valuation,  and  in  cases  of  leaseholds  the 
rents  payable  have  been  considered. 

"The  plant  and  machinery  includes  830  printing  machines,  277,264  cotton-spin- 
ning spindles,  6,656  power  looms,  hemming  machinery  and  packing  plant,  and  in 
most  instances  is  in  first-class  order,  having  been  well  maintained. 

"The  works  buildings  for  the  most  part  are  well  and  substantially  built  and 
arranged  for  economical  and  advantageous  working. 

"Our  valuation  as  a  going  concern  is  as  follows: 

Land,  water  rights,  leasehold  interests  and  buildings £2, 315, 988 

Plant  and  machinery,  utensils,  office  and  warehouse  furniture,  horses, 
carts,  etc ' L',434,245 

Total  valuation 4,750,233 

"EDWARD  RUSHTON  SON  &  KEN  YON." 
MANCHESTER,  December  8,  1899. 


MEMORANDUM  OF  ASSOCIATION  OF  THE  CALICO  PRINTERS'  ASSOCIATION,  LIMITED. 

1.  The  name  of  the  company  is  "  The  Calico  Printers'  Association,  Limited." 

2.  The  registered  office  of  the  company  will  be  situate  in  England. 

3.  The  objects  for  which  the  company  is  established  are: 

(a)  To  carry  on  in  all  or  any  of  their  branches  all  or  any  one  or  more  of  the  fol- 
lowing businesses — that  is  to  say,  the  businesses  of  calico  printers  and  bleachers, 
dyers,  paper  makers  and  stainers,  general  printers,  calenderers,  embossers,  engravers, 
designers,  finishers,  spinners,  doublers,  manufacturers,  producers,  merchants,  bro- 
ker.*, and  wholesale  and  retail  dealers  of  and  in  all  descriptions  of  calico,  cotton, 
linen,  silk,  worsted,  woolen,  glass,  wood,  india  rubber,  and  any  other  description 
whatever  (whether  analogous  to  any  of  the  above  enumerated  or  not)  of  fabric,  arti- 
cle and  material,  and  of  all  plant,  machinery,  apparatus,  materials,  articles,  ingre- 
dients, substances,  and  things  of  any  description  which  are  or  may  or  can  be  used 
in  connection  with  any  of  the  above  businesses,  or  any  operations  connected  there- 
with, and  to  purchase  or  otherwise  acquire  the  whole  or  any  portion  of  the  business 
of  any  person,  firm,  or  company,  or  the  whote  or  any  portion  of  the  shares  in  or 
obligations  of  any  company  carrying  on  any  business  which  this  company  is  author- 
ized t<>  carry  on,  and  to  undertake  all  or  any  of  the  liabilities  connected  with  such 
bcudneMj  and  to  do  any  of  the  above  tilings,  either  in  this  country  or  elsewhere. 

(b)  To  carry  on  the  business  of  general  merchants,  in) porters,  and  exporters,  and 
to  carry  on  and  to  do  any  other  business  or  things  which  usually  are  or  can  be  con- 
veniently carried  on  or  done  by  persons  carrying  on  such  business  or  undertaking  as 
aforesaid,  or  calculated,  directly  or  indirectly,  to  enhance  the  value  of  or  render 
profitable  any  of  this  company's  property  or  rights. 

(c)  To  purchase,  take  upon  lease,  hire,  or  otherwise  acquire  any  lands,  factories, 
mills,  buildings,  ships,  boats,  carriages,  rolling  stock,  machinery,   plant,  or  other 
property  (real  or  personal),  or  any  estates  or  interests  therein,  and  any  rights,  ease- 
ments, or  privileges  which  may  l>e  considered  necessary  or  expedient  for  the  pur- 
poses of  the  undertaking  or  business  of  the  company,  and  to  erect,  construct,  lay 
down,  fit  un,  and  maintain  any  houses,  mills,  factories,  buildings,  roads,  piers,  and 
harbours,  docks,  railways,  tramways,  watercourses,  reservoirs,  waterworks,  gas  works, 
electric  works,  or  other  works  which  may  be  thought  necessary  or  expedient  for  such 
purposes  or  for  the  improvement  or  development  of  any  property  of  the  company, 
and  to  do  any  such  thing  notwithstanding  that  in  any  case  the  whole  of  the  land, 
buildings,  works,  or  property  may  not  IK' actually  required  for  such  purposes. 

((?)  To  carry  on  the  business  of  general  carriers  of  passengers  ur  goods  by  land  or 
water,  packers,  forwarding  and  shipping  agents,  and  the  business  of  a  dock  pier  or 
harbour  company,  and  the  business  of  a  waterworks,  pis  works,  and  electric  light 
or  power  company,  and  generally  to  supply  water,  gas,  and  electric  light  and  power 
of  any  description. 
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(e)  To  develop  the  resources  of  and  turn  to  account  any  lands  and  any  rights  over 
or  connected  with  lands,  easements,  water  or  other  rights  belonging  to  or  in  which 
the  company  is  interested,  and,  in  particular,  by  laying  out  building  sites,  and  to 
construct,  maintain,  and  alter  roads,  streets,  hotels,  houses,  factories,  shops,  and 
stores,  and  to  contribute  to  the  cost  of  making,  providing,  and  carrying  out  and  work- 
ing the  same,  and  by  preparing  the  same  for  building,  letting  on  building,  or  other 
lease  or  agreement,  advancing  money  to,  or  entering  into  contracts  with,  builders, 
tenants,  and  others,  clearing,  draining,  fencing,  planting,  cultivating,  building,  improv- 
ing, farming,  and  irrigating,  and  by  the  establishment  of  dwellings  and  conveniences 
for  workmen  employed  by  the  company  and  others. 

(/)  To  search  for,  prospect,  examine,  and  explore  mines  and  ground  supposed  to 
contain  minerals  or  precious  stones,  and  to  search  for  and  obtain  information  with 
regard  to  mines,  and  to  purchase  or  otherwise  acquire  or  sell,  dispose  of,  and  deal 
with  mines  and  mining  rights  of  all  kinds  and  undertakings  in  connection  therewith. 

(rj)  To  search  for,  win,  get,  quarry,  and  prepare  for  market  coal  and  other  mineral 
substances,  and  generally  to  carry  on  any  metallurgical  operations  which  may  seem 
conducive  to  any  of  the  company's  objects,  and  to  work,  exercise,  develop,  and  turn 
to  account  mines  and  mining  rights,  and  any  undertaking  connected  therewith. 

(/i)  To  carry  on  the  trade  or  business  of  iron  masters,  colliery  proprietors,  coke 
manufacturers,  coal  merchants,  engineers,  miners,  .smelters,  coppersmiths,  steel 
makers,  and  iron  workers  in  all  their  respective  branches. 

(if)  To  carry  on  business  as  merchants  and  storekeepers ol  machinery,  tools,  imple- 
ments, food,  clothing,  and  all  the  necessaries  of'  life  and  industry;  miners,  farmers, 
stockmen,  graziers,  builders  and  contractors,  and  all  other  kinds  of  commercial, 
industrial,  manufacturing,  shipping,  and  mercantile  business. 

(j)  To  act  as  agents  for  others  in  any  business  and  for  any  purpose  whatever,  and 
to  act  as  promoters  or  concessionaires,  and  to  carry  on  any  kind  of  financial  business. 

(k)  To  receive  money  on  deposit  or  otherwise,  and,  generally,  to  lend  money,  and 
either  with  or  without  security,  and  in  particular  to  customers  and  others  having 
dealings  with  this  company,  and  to  any  company  in  which  this  company  is  or  may 
be  interested,  and  to  guarantee  the  performance  of  contracts  or  engagements  of  any 
company  or  individual,  and  in  particular  to  guarantee  the  payment  of  any  principal 
or  other  moneys  or  interest  which  may  Income  payable  under  or  in  respect  of  deben- 
tures or  debenture  stock  or  other  obligations  of  any  other  company,  or  the  dividends 
on,  or  moneys  payable,  in  a  winding  up  in  respect  of  shares  of  any  other  company, 
and,  generally,  to  undertake  obligations  of  every  kind  and  description  upon  such 
terms  and  conditions  as  may  be  considered  desirable  in  the  interests  of  the  company, 
and  from  time  to  time  to  vary  such  guarantees  or  engagements. 

(I)  To  grant  and  effect  assurances  of  every  kind  against  loss  or  damage  to  buildings, 
fixed  and  movable  machinery,  chattels,  and  effects^  and  real  and  personal  property 
of  every  kind  by  fire,  storm,  or  accident,  or  against  loss  of  damage  incurred  by  an 
explosion  or  defect  in  any  boiler,  steam  or  other  engine,  water  or  other  pipe  con- 
nected with  any  machinery,  or  otherwise,  and  to  create  and  set  aside  a  special  fund 
or  funds  for  these  purposes,  or  to  provide  for  any  loss  or  damage  to  any  property  of 
the  company,  and  to  create  an  insurance  fund  in  connection  with  any  claims  which 
may  be  made  against  the  company  by  any  workman  or  other  person  employed 
directly  or  indirectly  by  the  company  and  entitled  to  compensation  by  the  company 
either  by  virtue  of  any  present  or  future  act  of  Parliament,  or  otherwise,  and  to  rein- 
sure or  in  any  way  provide  for  the  liability  of  the  company,  wholly  or  partially, 
under  any  assurance,  guarantee,  contract,  or  liability  of  the  company,  and  to  carry  on 
and  transact  every  kind  of  insurance  business  other  than  life  insurance. 

(m)  To  purchase,  take  on  lease,  exchange,  hire,  or  otherwise  acquire  any  real  or 
personal  property,  rights,  or  privileges,  patents,  licenses,  concessions,  and  trade-marks 
and  secrets,  either  alone  or  jointly  with  any  other  persons  or  companies,  and  either 
in  the  United  Kingdom  or  elsewhere,  which  this  company  may  think  convenient  or 
desirable  for  the  purposes  of  its  business. 

(n)  To  pay  for  any  property  or  rights  acquired  by  the  company,  wholly  or  in  part, 
in  cash  or  by  the  issue  of  any  fully  or  partly  paid  shares,  stocks,  debentures,  deben- 
ture stocks,  or  obligations  of  this  company." 

(o)  To  purchase  with  a  view  to  closing  or  reselling;,  in  whole  or  in  part,  any  busi- 
ness or  properties  which  may  seem  or  be  deemed  lively  to  injure  by  competition  or 
otherwise  any  business  or  branch  of  business  which  the  company  is  authorized  to 
carry  on. 

(p)  To  sell,  demise,  let,  exchange,  dispose  of,  or  otherwise  deal  with  the  whole  or 
any  part  of  the  undertaking,  business,  and  property  of  the  company  for  such  consid- 
eration as  may  be  thought  fit,  and  in  particular  to  accept  payment  wholly  or  in  part 
by  a  rent  or  rents,  or  in  shares  or  obligations  of  any  other  company,  and  to  promote 
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and  form  any  company  intended  to  purchase  the  undertaking  or  any  property  of  the 
company,  or  to  use  anything  made  or  produced  by  the  company,  or' which  it  may  be 
considered  will  help  the  company  in  its  business,  or  in  which  it  may  be  considered 
desirable  that  the  company  shall  be  interested,  and  to  subscribe  absolutely  or  sub- 
ject to  any  condition  or  contingency  for  or  acquire  in  any  way  shares  or  obligations 
of  such  company. 

(q)  To  subscribe  absolutely  or  subject  to  anv  condition  or  contingency  for  or  pur- 
chase or  acquire  in  any  way  any  shares  or  obligations  of  any  other  company  of  any 
description. 

(r)  To  hold  all  or  any  shares  or  obligations  acquired  by  the  company,  or  to  sell  or 
reissue  them  with  or  without  guarantee,  or  to  distribute  them  or  any  other  assets  of 
this  company  in  specie  upon  a  diA-ision  of  profits  or  distribution  of  capital  among  the 
members. 

(s)  To  take  part  in  the  management,  supervision,  and  control  of  the  business  or 
operations  of  any  company  or  undertaking,  and  for  that  purpose  to  appoint  and 
remunerate  any  directors,  trustees,  accountants,  or  other  experts  or  agents  of  such 
company  or  undertaking. 

(t)  To  borrow  and  raise  money  in  any  manner  and  on  any  terms. 

(u)  For  any  purpose  and  in  any  manner  and  form  from  time  to  time  to  mortgage 
or  charge  the  whole  or  any  part  of  the  undertaking,  property,  and  rights  (including 
property  and  rights  to  be  subsequently  acquired)  of  the  company,  and  any  money 
uncalled  on  any  shares  of  the  capital,  original  or  increased,  of  the  company,  and 
whether  at  the  time  issued  or  created  or  not,  and  to  create,  issue,  make,  and  give 
debentures,  debenture  stock,  bonds,  and  other  obligations,  perpetual  or  otherwise, 
with  or  without  any  mortgage  or  charge,  on  all  or  any  part  of  such  undertaking, 
property  rights,  and  uncalled  money. 

(r)  To  confer  upon  any  incumbrancer  or  trustee  for  any  incumbrancer  of  uncalled 
capital  such  powers  of  making  and  enforcing  calls  as  may  be  thought  fit. 

(w)  To  make,  draw,  accept,  endorse,  and  negotiate,  respectively,  promissory  notes, 
bills  of  exchange,  cheques,  and  other  negotiable  instruments. 

(x)  To  remunerate  any  person  or  company  for  services  rendered  or  to  be  rendered, 
in  placing  or  assisting  to  place  or  guaranteeing  the  placing  of  any  of  the  shares  in 
this  company's  capital,  or  any  debentures,  debenture  stock,  or  other  obligations  "of 
this  company,  or  in  or  about  the  promotion  of  this  company,  or  the  conduct  of  its 
business,  or  in  placing  or  assisting  to  place  or  guaranteeing  the  placing  of  any  of  the 
shares,  debentures,  debenture  stock,  or  other  obligations  issued  by  anv  other  com- 
pany in  which  this  company  is  or  may  be  interested,  and  to  pay  the  costs  and 
exj>enses  of  and  incidental  to  the  registration  and  formation  of  this  company  or  of 
any  such  company  or  of  or  incidental  to  the  winding  up  of  any  company,  the  whole 
or  part  of  the  property  whereof  is  acquired  by  this  company  or  in  which  this  com- 
pany is  or  may  be  interested,  or  of  or  incidental  to  procuring  or  obtaining  a  settle- 
ment or  quotation  upon  any  stock  exchange  of  any  of  such  shares  or  obligations. 

(j/)  To  establish  and  support  or  aid  in  the  establishment  and  support  or  churches, 
chapels,  and  schools,  and  of  associations,  institutions,  funds,  trusts,  and  clubs  calculated 
to  benefit  employees  and  ex-employees  of  this  company  or  the  dependents  or  connec- 
tions of  such  persons,  and  to  grant  pensions  and  allowances  and  make  payments 
toward  insurance,  and  to  subscribe  and  guarantee  money  for  religious,  charitable,  or 
benevolent  purposes  or  objects,  or  for  any  exhibition,  or  for  any  public,  general,  or 
useful  purpose  or  object. 

(z)  To  carry  on  any  business  or  branch  of  a  business  which  this  company  is  author- 
ized to  carry  on  by  means  or  through  the  agency  of  any  subsidiary  company  or  com- 
panies, and"  to  enter  into  any  arrangement  with  any  such  subsidiary  company  for 
taking  the  profits  and  bearing  the  losses  of  any  business  or  branch  so  carried  on,  or 
for  financing  any  such  subsidiary  company  or  guaranteeing  its  liabilities,  or  to  make 
any  other  arrangement  which  may  seem  desirable  with  reference  to  any  business  or 
branch  so  carried  on,  including  power  at  any  time,  and  either  temporarily  or  per- 
maiu'iitly  to  close  any  such  business  or  branch  and  tu  act  as  managers  of  or  to 
appoint  directors  or  managers  of  anv  such  subsidiary  company. 

(oa)  To  carry  out  all  or  any  of  the  foregoing  objects  a-  principals  or  agents,  and 
by  and  through  trustees,  agents,  or  otherwise,  and  alone  or  jointly  with  any  other 
company,  association,  film,  or  person,  and  in  any  part  of  the  world. 

(bb)  To  appoint  from  time  to  time  any  person  or  persons  or  corporations,  English 
or  foreign,  the  attorney  or  attorneys  of  this  company,  with  powers  of  delegation  or 
substitution,  and  confer  upon  any  such  attorney  or  attorneys  any  powers  of  this 
company. 

(oc)  To  enter  into  any  partnership  or  into  any  arrangements  for  sharing  profits, 
union  of  interest,  cooperation,  joint  adventure,  reciprocal  concession,  or  otherwise, 
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with  any  person  or  company  carrying  on  or  engaged  in  or  about  to  carry  on  or  engage 
in  any  business  or  transaction  which  this  company  is  authorised  to  carry  on  or  to 
engage  in,  or  any  business  or  transaction  capable  of  being  conductpd  so  as  directly  or 
indirectly  to  benefit  this  company. 

(dd)  To  amalgamate  with  any  other  company  whose  objects  are,  or  include  objects 
similar  to  those  or  some  of  those  of  this  company,  whether  by  sale  or  purchase  of 
the  undertaking,  subject  to  the  liabilities  of  this  or  any  such  other  company,  with  or 
without  winding  up,  or  by  sale  or  purchase  of  all  the  shares,  stock,  or  securities  of 
this  or  such  other  company  as  aforesaid,  or  by  partnership,  or  any  arrangement  of  the 
nature  of  partnership,  or  in  any  other  manner. 

(ee)  To  procure  the  company  to  be  constituted,  or  incorporated,  registered,  or  other- 
wise legally  recognized  in  any  colony  or  foreign  country  as  msy  be  found  expedient, 
and  to  do  all  acts  and  things  to  empower  the  company  to  carry  on  its  business  in  any 
part  of  the  world  Avhere  it  may  be  desired  to  carry  on  the  same. 

(ff]  To  apply  to  any  government,  parliamentary,  local,  or  foreign  legislature,  or 
any  other  authority  for,  or  enter  into  any  arrangements  with,  any  governments  or 
authorities  or  otherwise,  acquire  or  obtain  any  orders,  licenses,  acts  of  Parliament, 
rights,  powers,  concessions,  and  privileges  that  may  seem  conducive  to  the  company's 
objects,  or  any  of  them,  and  hold  and  dispose  of  the  same,  or  to  oppose  the  granting 
of  any  arrangement,  order,  license,  act  of  Parliament,  right,  power,  concession,  or 
privilege  to  any  other  person  or  body,  or  to  apply  for  an  act  of  Parliament  or  order 
lor  winding  up  or  dissolving  the  company  and  reincorporating  its  members,  or  for 
effecting  any  modification  in  the  company's  constitution. 

*  (gg)  To  exercise  the  powers  of  the  companies'  seals  act  1864,  and  of  the  companies 
(colonial  registers)  act  1883. 

(hh)  To  do  all  such  other  things  as  are  incidental  or  conducive  to  the  attainment 
of  the  foregoing  objects  or  any  of  them. 

And  it  is  hereby  declared  that  the  word  "company"  in  this  clause,  except  where 
used  in  reference  to  this  company,  shall  be  deemed  to  include  any  partnership  or  other 
body  of  persons,  whether  corporate  or  unincorporate,  and  whether  domiciled  in  the 
United  Kingdom  or  elsewhere,  and  that  the  objects  specified  in  the  different  para- 
graphs of  this  clause  shall,  except  where  otherwise  expressed,  such  paragraphs  be  in 
no  wise  limited  by  reference  to  or  inference  from  anv  other  paragraph  or  the  name 
of  the  company,  but  may  be  carried  out  in  as  full  and  ample  a  manner  and  shall  be 
construed  in  as  wide  a  sense  as  if  each  of  the  said  paragraphs  defined  the  objects  of 
a  separate,  distinct,  and  independent  company;  provided,  that  nothing  in  this  mem- 
orandum contained  shall  authorize  the  company  to  carry  on  the  business  of  life 
assurance. 
t  4.  The  liability  of  the  members  is  limited. 

5.  The  capital  of  the  company  is  £6,000,000,  divided  into  6,000,000  shares  of  £1 
each.  The  company  shall  have  power  to  increase  the  said  capital,  and  to  issue  any 
shares  of  the  original  or  any  new  capital,  with  any  preference  or  priority  with  regard 
to  dividend  distribution  of  assets  or  otherwise  over  or  ranking  equally  with  any  other 
shares,  whether  at  the  time  issued  or  created  or  not,  and  whether  preference,  ordi- 
nary, or  other  shares,  or  as  deferred  shares,  and  with  or  without  a  right  to  the  whole 
or  any  part  of  the  surplus  assets  after  repayment  of  paid-up  capital,  and  with  a  special 
or  without  any  right  of  voting,  and  to  alter  the  articles  of  association  for  the  purpose 
of  giving  effect  to  any  preference,  priority,  or  right,  or  special  conditions  as  to  right 
of  voting,  or  for  effecting  any  alteration  or  abandonment  of  any  rights  or  privileges 
at  any  time  attached  to  any  class  of  shares  as  well  as  in  any  other  way  authorized  by 
statute,  and  upon  the  subdivision  of  a  share  the  right  to  participate  in  profits  may 
be  apportioned  in  any  manner  as  between  the  several  shares  resulting  from  such 
subdivision. 


APPENDIX  II. 

PROSPECTUS  OF  THE  BRADFORD  DYERS'  ASSOCIATION,  LIMITED. 


This  company  has  been  formed  primarily  for  the  purpose  of  acquiring  the  busi- 
nesses of  the  various  companies  and  firms  engaged  in  what  is  commonly  known  as 
the  Bedford  piece  dyeing  trade. 
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The  following  have  entered  into  contracts  with  this  association  for  the  sale  of  their 
businesses : 


Estab- 
lished. 

Names  and  addresses  of  vendors. 

Estab- 
lished. 

Names  and  addresses  of  vendors. 

1842 

George  Armitage,  Limited,  Bradford. 

1827 

James  Reffitt  &  Sons,  Leeds. 

is;;, 
1892 

William  Aykrovd  &  Sons,  Bradford. 
Bradford  &  District  Dyeing  Co.,  Limited, 

1809 
1862 

Edward  Ripley  &  Son,  Bradford. 
James  &  M.  S.  Sharp  &  Co.,  Limited,  Low 

Halifax. 

Moor,  Heckmondwike. 

1875 
18% 

George  Briggs  &  Sons,  Cleckheaton. 
Craven  Pearson  &  Co.,  Limited,  Brig- 

1869 
1891 

Shaw  &  Co.,  Shipley. 
John  Shaw  &  Co.,  Limited,  Bradford. 

house. 

1893 

Sam  Shepherd  &Co.,  Yeadon. 

1862 

Fountain  Finishing  Co..  Limited,  Brad- 

182S 

Samuel  Smith  &  Co.,  Limited,  Bradford. 

ford. 

1887 

John  H.  Stott  &  Co.,  Bradford. 

1863 

W.  Grandage  &  Co.,  Limited.1  Bradford. 

1892 

Thornton,  Hannam  &  Marshall,    Brig- 

1893 

Harry  H.  Hall  &  Co.,Guiseley. 

house. 

1892 

Hunsworth  Dyeing  Co.,  Limited,  Cleck- 

1880 

Ward  &  Sons,  Limited,  Halifax. 

heaton. 

1877 

Whitaker  Bros.  &  Co.,  Dyers,  Limited, 

1846 

Samuel  Kirk  &  Sons,  Leeds. 

Newlay. 

1889 

John  Mitchell  &  Co.,  Keighlev. 

1  This  purchase  does  not  include  the  company's  slubbing  works  at  Brighouse. 


EXTENT  OF   BUSINESS. 

The  businesses  to  be  acquired  comprise  about  90  per  cent  of  the  Bradford  piece 
dyeing  trade,  two  of  the  firms  have,also  extensive  \varp  dyeing  departments.  These 
works  are  situated  in  the  midst  of  the  great  textile  industrial  district  of  which  Brad- 
ford is  the  center,  and  thus  the  goods  pass  from  the  manufacturers  to  the  dyers  and 
from  them  to  the  merchants  with  the  greatest  convenience  and  despatch,  and  with 
the  least  amount  of  carriage.  As  the  value  of  the  goods  dyed  annually  by  the  asso- 
ciated firms  amounts  to  some  £12,000,000  to  £15,000,000,  this  constitutes  an  important 
factor. 

The  industry  is  one  of  great  importance  and  magnitude,  the  number  of  persons 
(mostly  men)  employed  by  the  association  being  about  7,500,  and  the  consumption 
of  coal  alone  about  a  quarter  of  a  million  tons  per  annum. 

GOODS  TREATED  AND  MODE  OF  TRADING. 

The  goods  treated  are  in  use  in  almost  every  household  in  the  United  Kingdom, 
besides  being  shipped  to  all  parts  of  the  world,  and  are  of  a  very  varied  character, 
embracing  the  finest  silk,  mohair,  and  wool  fabrics,  as  well  as  the  lowest  cottons. 
The  business  of  the  association  is  thus  not  dependent  on  any  particular  market  or 
branch  of  trade.  At  the  same  time  the  commercial  risks  attached  to  the  business 
are  reduced  to  a  minimum,  as  the  dyers  do  not  trade  in  the  goods,  the  work  being 
all  done  on  commission  and  on  cash  terms,  there  is  thus  no  risk  or  loss  by  falling 
markets  and  the  bad  debts  are  inappreciable. 

TRADE-MARKS. 

The  trade-marks  of  many  of  the  firms  and  companies  in  the  association  represent- 
ing a  very  large  percentage  of  the  work  done  are  known  all  the  world  over,  and 
goods  dyed  under  such  trade-marks  are  demanded  by  the  users  and  distributors. 

ADVANTAGES   OF   THE    AMALGAMATION. 

Amongst  the  advantages  to  be  gained  by  means  of  this  amalgamation  of  interests 
the  following  may  be  enumerated: 

First.  The  avoidance  of  loss  through  undue  competition  and  cutting  of  prices  below 
cost. 

Whilst  it  is  apparent  that  tin-  inclusion  of  about  90  per  cent  of  the  entire  trade 
within  this  association  amounts  to  what  is  practically  a  monopoly,  the  directors  rec- 
ognize that  the  interests  oi  tin1  con:;<any  are  largely  identical  with  those  of  the  manu- 
facturers and  merchants  of  the  district,  ami  though  there  are  no  doubt  cases  in  which 
Borne  readjustment  and  regulation  of  rates  are  at  once  reasonable  and  desirable  to 
enable  all  the  firms  to  produce  their  proper  proportionate  si. are  of  profit,  it  is  no 
part  of  the  present  scheme  to  itum'_:ar;!te  an  era  of  inflated  price*. 

Second.  The  economies  and  improvements  in  production  arising  from  the  com- 
bined practical  knowledge  of  the  members  forming  the  board  of  directors  (who  are 
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all  men  of  great  experience  in  the  dyeing  trade)  as  a  consulting  and  advisory  body 
available  for  each  branch. 

Third.  The  economies  due  to  centralisation  of  office  work  and  of  buying,  distribut- 
ing, and  financial  arrangements,  x 

The  directors  are  very  fully  alive  to  the  desirability  of  conserving  the  individuality 
and  initiative  of  the  various  businesses,  and  will  not  allow  centralization  to  act  detri- 
mentally in  these  matters;  but  there  are  many  obvious  advantages  to  be  gained,  as, 
for  example,  in  combined  buying,  in  the  supply  of  ample  capital,  and  in  relieving, 
where  desirable,  technical  managers  from  the  burden  of  many  subsidiary  duties  and 
allowing  them  to  concentrate  their  attention  on  their  special  department. 

MANAGEMENT. 

It  is  intended,  as  far  as  possible,  that  the  control  of  each  firm  shall  remain  in  the 
hands  of  those  who  have  been  responsible  for  its  conduct  in  the  past,  and  in  order 
that  such  management  may  have  an  inducement  to  continue  to  give  their  best  efforts 
to  the  business,  the  directors  are  empowered  under  the  articles  to  pay  commissions  on 
the  profits  of  each  individual  branch,  thus  safeguarding  the  principle  of  individual 
effort  to  which  so  much  of  the  success  in  the  past  has  been  due.  It  is  felt  that  this 
policy  will  be  as  much  in  the  interests  of  the  general  trade  as  that  of  the  company, 
seeing  that  thereby  healthy  competition  and  rivalry  Between  the  associated  firms 
for  excellence  and  quality  of  work  will  be  maintained  and  encouraged. 

MANAGING    DIRECTORS*    AND    DIRECTORS'    REMUNERATION. 

The  managing  directors  will  retire  from  their  present  firms  and  companies  and 
devote  themselves  solely  to  the  business  of  the  association,  their  remuneration  being 
entirely  dependent  on  profits,  and  payable  only  out  of  the  surplus  remaining  after 
providing  for  the  interest  on  the  debenture  stock  and  the  dividend  on  the  preference 
shares.  The  remuneration  of  the  board  other  than  the  managing  directors  will  be 
fixed  by  the  shareholders  in  general  meeting. 

COMPETITION. 

As  regards  competition  at  a  distance,  the  position  of  the  company  is  almost  unas- 
sailable for  the  following  reasons: 

(a)  The  cost  of  cartage  or  carriage  and  the  extra  time  required  in  conveying  to 
and  fro. 

(b)  The  trade  is  of  so  detailed  and  technical  a  character  that  it  is  of  the  utmost 
importance  that  the  dyer  should  be  in  daily  touch  with  his  customers  whose  goods 
he  is  treating. 

(c)  The  supply  and  the  nature  and  quality  of  the  water  obtainable  is  undoubtedly 
of  great  importance,  and  appears  to  be  essential  in  the  treatment  of  certain  articles. 

(d)  The  location  in  the  district  of  a  large  number  of  trained  and  experienced 
workmen,  due  to  the  fact  that  the  trade  iias  been  so  long  established  there,  and  to 
the  highly  technical  nature  of  the  processes. 

ADDITIONAL    PROFITS. 

Offers  have  already  been  received  which  would  give  the  association  the  benefit  of 
manufacturing  its  own  chemicals  and  dye  wares.  This  would  undoubtedly  enable 
large  sums  annually  to  be  saved,  but  it  has  not  been  thought  advisable  to*  include 
any  such  works  in  the  combination  at  this  stage.  At  the  same  time  the  directors 
are  confident  that  they  will  be  able  with  the  funds  at  their  disposal  in  many  direc- 
tions to  largely  increase  the  profits,  and  to  this  end  they  hold  the  unissued  capital 
in  reserve. 

The  valuation  of  the  property  and  plant  made  by  the  well-known  firm  of  valuers, 
Messrs.  Edward  Rushton,  Son  &  Kenyon,  of  which  a  copy  will  be  found  below, 
shows  £1,943,218,  in  addition  to  which  the  association  acquires  under  the  contracts 
of  sale,  stocks  in  trade,  and  book  debts  guaranteed  by  the  vendors  and  cash  in  hand, 
£246,034,  giving  a  total  sum  of  assets  to  be  acquired  of  £2,189,252.  This  sum  pro- 
vides security  to  an  amount  more  than  double  the  proposed  issue  of  debenture  stock. 

This  issue  also  provides  additional  capital  to  the  amount  of,  say,  £129,360. 

WORKING    CAPITAL. 

The  businesses  are  purchased  free  of  all  liabilities,  and  fully  equipped  with  work- 
irjr  stock  in  trade.  The  whole  of  the  book  debts  (excepting  those  of  one  vendor 
company),  together  with  a  considerable  sum  in  cash,  are  also  included  in  the  sale; 
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with  this,  and  the  £129,360  mentioned  above,  the  company  will  start  with  a  work- 
ing capital  which  the  directors  consider  ample. 
The  following  is  a  copy  of  Messrs.  Edward  Rushton  Son  &  Kenyon's  certificate: 

"13  NORFOLK  STREET,  MANCHESTER,  December,  1898. 
"  To  the  Chairman  and  Directors  of  the  Bradford  Dyers'  Association,  Limited. 

"GENTLEMEN:  We  have  carefully  inspected  and  made  a  detailed  valuation  of  the 
properties  belonging  to  the  22  firms  and  companies  which  have  entered  into  con- 
tracts for  the  sale  of  their  businesses  to  the  Bradford  Dyers'  Association,  Limited. 

"The  land  consists  of  1,033,975  square  yards;  of  this  838,295  yards  are  freehold, 
24,677  yards  are  leasehold  for  999  years,  and  171,003  yards  are  leasehold  for  shorter 
terms. 

"The  water  rights  are  an  important  feature  in  the  properties,  and  in  most  cases 
there  is  an  unlimited  supply. 

"The  buildings  are  for  the  most  part  well  and  substantially  built,  and  planned 
with  a  view  to  economical  and  advantageous  working.  The  plant  and  machinery  in 
nearly  all  cases  is  of  the  most  modern  type,  in  good  condition,  and  specially  adapted 
for  the  trade. 

"Our  valuation  as  a  going  concern  is  as  follows:  The  land,  water  rights,  buildings, 
and  property  (including  leasehold  interests),  £1,109,961;  the  plant,  machinery,  and 
loose  utensils,  £833,257  3d.;  say,  £1,943,218  3d. 

"EDWARD  RUSHTON  SON  &  KENYON, 

"Auct  ioneers  and  Valuers. ' ' 

The  books  of  the  various  firms  have  been  examined  by  a  leading  firm  of  chartered 
accountants,  Messrs.  Jones,  Crewdson  &  Youatt,  of  Manchester  and  London,  who 
have  a  special  knowledge  of  industrial  amalgamations,  and  their  certificate  is  as 
follows: 

»  "7  NORFOLK  STREET,  MANCHESTER,  Decembers,  1898. 

"To  the  Chairman  and  Directors  of  the  Bradford  Dyers'  Association,  Limited. 

"GENTLEMEN:  We  have  examined  the  accounts  of  the  firms  who  have  entered  into 
contracts  for  the  sale  of  their  businesses  to  your  association,  and  thereon  we  beg  to 
report  as  follows: 

"In  arriving  at  the  combined  average  profits  we  have  in  the  main  taken  the 
figures  for  a  period  of  three  years,  but  owing  to  the  varying  dates  of  stocktaking, 
and  to  the  fact  that  one  firm  has  only  been  recently  established,  this  period  is  not  in 
every  case  uniform;  the  commencing  date,  however,  has  in  no  case  been  taken  prior 
to  January  1, 1895.  The  periods,  while  varying  inter  se,  are  in  all  cases  consecutive, 
and  are  brought  down  to  the  most  recent  available  date.  The  figures  have  also  in 
some  cases  been  adjusted  by  us  on  the  advice  of  vour  valuers  in  respect  to  the  allo- 
cation of  new  machinery  and  plant  as  between  capital  and  revenue,  and  do  not  include 
income  tax  and  interest  upon  partners'  capital  and  loans. 

"We  find  that  the  aggregate  average  profit  thus  arrived  at  has  been  the  annual 
average  sum  of  £225,656  16s.  6d. 

"A  proper  and  adequate  provision  for  the  management  of  each  of  the  various  works 
and  for  the  remuneration  of  the  managing  directors,  as  provided  for  by  the  articles, 
must  be  deducted  from  this  sum,  and  we  consider  that,  although  the  various  firms 
point  out  that  an  amount  of  over  £50,000  a  vear  has  been  expended  out  of  income 
on  the  maintenance  and  renewal  of  the  buildings,  plant,  and  machinery,  a  further 
sum  should  be  provided  as  a  depreciation  fund. 

"In  our  opinion  the  sum  of  £63,000  would  be  a  sufficient  annual  provision  for 
management,  salaries,  and  for  a  depreciation  fund. 

"  JONES,  CREWDSON  &  YOUATT, 

"Chartered  Accountants." 

ESTIMATE    OF   DIVIDEND. 

It  will  be  seen  that  the  above  rate  of  profit  is  more  than  sufficient  to  provide  for 
the  following: 

4  per  cent  on  £1,000,000  debenture  stock £40,000 

5  per  cent  on     1,000,000  preference  shares 50,000 

7  per  cent  on    1,000,000  ordinary  shares 70,000 

.•-5,000,000  160,000 

but  the  directors  believe-  that,  owing  to  the  economies  reMiltrng  from  the  amalgama- 
tion, from  the  proportionately  larger  working  capital,  owing  to  the  various  businesses 
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being  worked  as  a  whole,  and  from  the  employment  of  the  additional  sum  of  £129,360 
above  mentioned,  they  will  be  able  to  pay  handsome  dividends,  besides  putting  a 
substantial  sum  to  reserve. 

PURCHASE    PRICE. 

The  purchase  prices  of  the  firms  enumerated  above,  including  £681,388  for  good  will, 
amount  to  the  sum  of  £2,870,640,  of  which  £333,330  is  payable  in  debenture  stock, 
£666,666  in  equal  proportions  of  preference  and  ordinary  shares,  and  the  balance 
either  in  cash  or  as  provided  for  in  the  agreements  for  sale  in  shares  or  debenture 
stock  taken  at  par. 

In  the  majority  of  cases  the  contracts  for  purchase  provide  that  the  association 
shall  in  addition  to  the  above  purchase  money  pay  for  any  expenditure  on  additional 
property  and  machinery  acquired  since  the  date  of  Messrs.  Edward  Rushton,  Son  & 
Kenyon's  valuation.  * 

DATE    OF   TAKING    OVER    BUSINESSES. 

The  association  will  take  over  the  trading  of  all  the  firms  with  the  exception  of 
Messrs.  James  &  M.  S.  Sharp  &  Co.,  Limited,  and  Harry  H.  Hall  &  Co.,  as  from 
the  30th  of  September  last,  and  in  the  case  of  the  firms  excepted  the  profits  will 
begin  to  accrue  to  the  company  from  the  31st  of  October  last. 

THE    COMPANY    BUYS    DIRECT. 

The  company  buys  in  each  case  direct  from  the  original  owners  of  the  business, 
no  promoter's  profit  or  underwriting  commission  being  payable,  and  the  vendors 
will  bear  the  expenses  of  and  incidental  to  the  formation  and  establishment  of  the 
company  up  to  allotment. 

CONTRACTS. 

The  following  contracts  have  been  entered  into,  all  of  which  are  dated  December 
13,  1898,  and  are  made  between  the  association  of  the  one  part  and  the  following 
persons,  firms,  and  companies  of  the  other  part,  being  the  contracts  for  sale  to  the 
company,  viz: 

George  Armitage,  Limited  (John  Ramsden  Armitage,  John  Batt  Moorhouse,  Harry 
Ramsden  Armitage,  and  George  Herbert  France) . 

William  Edward  Aykroyd,  William  Henry  Aykroyd,  and  Henry  Edward  Aykroyd. 

Bradford  and  District  Dyeing  Company,  Limited  (William  Alfred  Whitehead, 
William  Edwin  Briggs  Priestley,  John  Drummond,  and  Henry  Sagar  Wilkinson). 

Thomas  Briggs,  Joseph  Briggs,  William  Briggs,  and  George  Briggs. 

Craven,  Pearson  &  Co.,  Limited  (David  Hannam  Thornton,  Robert  James  Hannam, 
John  Marshall,  Charles  Edward  Craven,  and  John  Stones  Pearson). 

Fountain  Finishing  Company,  Limited  (William  Henry  Aykroyd). 

W.  Grandage  &  Co.,  Limited  (Abraham  Grandage,  William  Grandage,  Henry 
Grandage,  and  George  Grandage). 

Harry  Herbert  Hall. 

Hunsworth  Dyeing  Company,  Limited  (Charles  Henry  Wild,  Joseph  Moxon  Kirk, 
and  Ernest  Fitzherbert  Holdsworth). 

John  Kirk,  Robert  Samuel  Kirk,  Arthur  Kirk,  and  Herbert  Reginald  Kirk. 

John  Mitchell,  John  William  Mitchell,  John  Grace,  and  Sharp  Fieldhouse. 

John  William  Reffitt  and  Joseph  Reffitt, 

Henry  Ripley,  Henry  Sutcliffe,  Hugh  Ripley,  and  George  Douglas. 

James  &  M.  S.  Sharp  &  Co.,  Limited  (James  Sharp,  Milton  Sheridan  Sharp, 
•James  Sharp,  jr.,  John  Casson,  Thomas  Henry  Gaunt,  and  Joseph  Samuel  Colefax). 

Charles  Brook  Shaw  and  Frederick  Shaw. 

Shaw  &  Co.,  Limited  (James  Bairstow,  John  Bairstpw  Spencer,  and  John  Shaw). 

Samuel  Smith  &  Co.,  Limited  (Samuel  Milne-Milne,  Charles  Telford  Smith, 
Bertram  Henry  Milne-Milne,  and  Samuel  Woodhead). 

John  Henry" Stott  and  Thomas  Henry  Lambert. 

Mark  Dawsou  and  Samuel  Shepherd. 

David  Hannam  Thornton,  Robert  James  Hannam,  and  John  Marshall. 

"Ward  &  Sons,  Limited  (Fred  Ward  and  Walter  Ward). 

Whitaker  Bros.  &  Co.,  Dyers,  Limited  (Jeremiah  Whitaker,  Francis  Whitehead, 
and  Arthur  Harry  Briggs). 

There  are  also  contracts  relating  to  the  trading  of  the  various  vendor  firms  and 
companies,  and  in  connection  with  the  businesses- acquired,  and  agreements  with 
employees,  and  others  which  are  too  numerous  to  mention,  and  trade  and  other 
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contracts,  which  it  is  not  desirable  in  the  interests  of  the  association  to  specify,  and 
applicants  for  shares  will  be  deemed  to  have  had  notice  of  all  such  contracts  and  to 
have  waived  the  insertion  in  the  prospectus  of  dates  and  names  of  the  parties  thereto, 
whether  under  section  38  of  the  companies  act,  1867,  or  otherwise. 

The  printed  draft  of  the  trust  deed  for  securing  the  debenture  stock  and  the  con- 
tracts for  purchase  specified  above,  together  with  the  memorandum  and  articles  of 
association  of  the  company,  Messrs.  Edward  Kushton,  Son  &  Kenyon's  certificate, 
and  Messrs.  Jones,  Crewdson  &  Youatt's  certificate,  can  be  seen  at  the  offices  of 
Messrs.  H.  E.  Warner  &  Co.,  10  Finsbury  Circus,  London,  E.  C. 

Stock  exchange  settlements  and  quotations  will  be  applied  for  in  due  course. 

Applications  for  shares  or  for  debenture  stock  should  be  made  on  the  forms  inclosed 
and  be  (with  the  amount  of  the  deposit)  forwarded  to  one  of  the  bankers  of  the 
company. 

If  no  allotment  is  made  the  deposit  will  be  returned  in  full,  and  where  the  number 
of  shares  or  the  amount  of  debenture  stock  allotted  is  less  than  the  number  or  amount 
applied  for  the  balance  will  be  applied  toward  the  payment  due  on  allotment,  and 
any  excess  will  be  returned  to  the  applicant. 

Failure  to  pay  any  instalment  on  debenture  stock  will  render  the  previous  pay- 
ments liable  to  forfeiture. 

Copies  of  the  prospectus,  with  forms  of  application  for  shares  or  for  debenture 
stock,  can  be  obtained  at  the  offices  of  the  company  or  from  the  bankers,  brokers, 
auditors,  or  solicitors. 

BRADFORD,  December  14, 1S98. 


APPENDIX   III. 

PROSPECTUS  OF  THE  WALL  PAPER  MANUFACTURERS,  LIMITED. 

This  company  has  been  formed  for  the  purpose  of  amalgamating,  amongst  others, 
the  businesses  of  the  various  under-mentioned  firms  and  companies  engaged  in  the 
manufacture  of  wall  papers  and  raised  decorative  materials,  such  as  anaglypta,  cor- 
delova,  lignomur,  and  salamander  decorations. 

There  is  probably  no  industry  where  the  advantages  of  amalgamation  are  so  great 
a?  in  the  manufacture  of  wall  papers,  and  the  success  attained  in  other  cases  will 
sufficiently  indicate  that  the  principle  is  a  sound  one. 

While  admitting  the  desirability  of  doing  away  with  the  undercutting  which  has 
hitherto  existed,  the  directors  do  not  propose  to  inflate  or  unduly  increase  prices. 

The  aggregate  amount  of  the  profits  earned  in  past  years  by  the  businesses  now 
amalgamated  will,  it  is  expected,  in  the  hands  of  the  company,  be  materially 
increased  by  economies  and  reductions  in  the  cost  of  production,  ami  by  the  freedom 
of  the  company  from  disabilities  under  which  the  individual  firms  and  companies 
have  suffered  through  the  cutting  of  prices,  irregularity  of  terms,  long  credits,  and 
unnecessary  expenditure  specially  involved  in  obtaining  orders.  All  advantages 
and  processes  of  manufacture  possessed  in  one  mill  may  now  be  adopted  in  all,  so 
that  the  greatest  possible  advantage,  both  to  the  public  and  to  the  trade,  will  be 
derived  from  the  amalgamation. 

Although  the  large  number  of  travellers  required  for  separate  representation  will 
be  reduced,  it  is  intended  that  the  company  shall  continue  the  system  of  selling  to 
retailers,  and  the  company  has  entered  into  agreements  for  a  fixed  period  of  years 
with  dealers  for  the  distribution  of  its  goods. 

The  United  Kingdom  occupies  the  leading  position  in  the  world  in  the  wall-paper 
industry,  and  practically  holds  the  whole  of  the  home  and  colonial  trade.  For 
many  years,  notwithstanding  protective  duties,  a  large  export  trade  has  been  done 
with*  the  Continent  in  the  cheaper  qualities  of  goods,  and  the  vogue  for  English 
decorative  art  styles  and  colourings  has  recently  increased  the  trade  in  the  finer 
qualities  with  the"  United  States  and  the  Continent.  The  variety  of  patterns,  colour- 
ings, and  styles  produced  at  the  various  branches,  where  individuality  will  be 
specially  encouraged,  renders  it  almost  hopeless  for  anyone  to  compete  with  the 
company  and  endeavour  to  satisfy  the  requirements  of  merchants  and  decorators  and 
the  public  taste. 

Contracts  have  been  entered  into  for  the  acquisition  by  the  company  of,  amongst 
others  the  under-mentioned  busine-ses: 

C.  it  J.  (jr.  Potter,  Belgrave  Mills,  Harwell,  and  Broad  Street  Station,  London. 

The  Darwen  Paper  Staining  Company,  Live-ey  .Mills.  Panven;  Broad  Street  Sta- 
tion, London,  and  Argyle  street,  (ilas-jow. 
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Potter  &  Co.,  Hollins  Mills  and  Orchard  Mills,  Darwen. 

Huntington  Freres,  Livesey  Mills,  Darwen. 

Almond  &  Co.,  South  Belgrave  Mills,  Darwin. 

The  Anaglypta  Company,  Limited,  Queen's  Mills,  Darwen,  and  Great  Russell 
street,  London. 

Lightbown,  Aspinall  &  Co.,  Limited,  Hayfield  Mills,  Pendleton;  Queen  Victoria 
street,  London,  and  Ingram  street,  Glasgow. 

Allan  Cockshut &  Co.,  Old  Ford,  London. 

The  Lignomur  Company,  Old  Ford,  London. 

Carlisle  &  Clegg,  Graham  street,  City  road,  London,  and  Dame  street,  Dublin. 

Arthur  Sanderson  &  Sons,  Chiswick  (so  far  as  relates  to  their  business  as  wall- 
paper manufacturers). 

Osborn  &  Shearman,  Stephendale  Works,  Fulham;  Paulton  Works,  King's  road, 
Chelsea,  and  the  Vale,  Chelsea. 

John  Trumble  &  Sons,  York  street,  Leeds. 

Wylie  &  Lochhead,  Limited,  Whiteinch,  near  Glasgow,  and  Portland  street,  Man- 
chester (so  far  only  as  relates  to  their  business  as  wall-paper  manufacturers). 

Walker,  Carver  &  Co.,  Limited,  the  Sanitum  Wall  Paper  Works,  Orchard  street, 
Pendleton,  Manchester. 

W.  G.  Wilkins  &  Co.,  Limited,  Uttoxeter  road,  Derby. 

Mitchell,  Ariiott  &  Co.,  Limited,  Brookside  Mill,  Golborne;  Manchester  street, 
Liverpool;  18  Upper  Sackville  street,  Dublin;  79  and  81  High  street,  Belfast. 

The  Heywood  Paper  Staining  Company,  Brunswick  Mill,  Heywood. 

Barnes,  Davidson,  Holden  &  Co.,  Limited,  Peelbridge  Works,  Eamsbottom. 

Yates,  Dauncey  &  Dawson,  Crreenhill  Mills,  Radcliffe,  Manchester. 

David  Walker,  Suffield  Mills,  Middleton,  Manchester. 

The  Claremont  Paper  Staining  and  Engraving  Company,  Pendleton,  Manchester. 

Lewis  &  Co.,  Medloek  Mill,  Lees,  Oldham. 

Fincham  &  Co.,  Station  Mills,  near  Wortley,  Leeds. 

John  Dunn  &  Son,  Tyne  Works,  Elswick  Place,  Newcastle-on-Tyne  (so  far  as 
relates  to  their  business  as  wall-paper  manufacturers). 

Essex  &  Co.,  Essex  Mills,  Battersea,  London  (so  far  as  relates  to  their  business  as 
wall-paper  manufacturers). 

The  Cordelova  Company;  Limited,  Pitt  street,  Edinburgh. 

The  Salamander  Decorations. 

And  three  other  businesses  (making  31  undertakings). 

These  contracts,  together  with  working  agreements  which  have  been  made  with 
Messrs.  Jeffery  &  Co.,  Messrs.  Chas.  Knowles  &  Co.,  Limited,  and  Messrs.  John 
Stather  &  Sons,  Limited,  include  substantially  the  whole  (about  98  per  cent)  of  the 
wall-paper  manufacturing  trade  of  the  United  Kingdom,  and  among  the  properties 
purchased  are  two  paper-making  mills,  one  factory  for  enameled  and  chromolitho- 
graphic  paper,  and  the  works  for  the  manufacture  of  anaglypta,  cordelova,  and  lig- 
nomur. 

With  some  few  exceptions,  and  in  cases  where  it  has  been  thought  expedient  to 
close  certain  mills  to  save  the  expenses  of  small  manufactories,  the  various  mills 
acquired  by  the  company  have,  since  the  1st  of  September  last,  been  carried  on  for 
the  benefit  of  the  company,  and  (the  names  of  most  of  the  businesses  being  retained 
as  branches)  will  be  under  the  personal  management  of  their  late  owners,  who  have 
entered  into  agreements  to  continue  to  manage  the  respective  businesses  for  a  term 
of  years,  and  at  moderate  fixed  salaries,  which  vary,  but  in  no  case  exceed  £500  per 
annum.  The  supreme  control  of  the  company's  business  will  rest  with  the  directors, 
who  are  all  practical  experts  in  the  trade,  and  most  of  whom  have  been  actively 
engaged  therein  for  over  20  years. 

The  arrangements  under  which  the  various  businesses  have  been  acquired  are  set 
out  in  full  in  the  contracts  which  are  referred  to  in  the  subjoined  schedule,  but  the 
salient  features,  except  in  a  few  cases  of  minor  importance,  are  as  follows:  Valuers 
and  accountants  have  been  appointed  on  the  one  side  on  behalf  of  the  company,  and 
on  the  other  side  on  behalf  of  the  vendor  firms  and  companies.  The  valuer 
appointed  for  the  company  is  Mr.  Shirley  Price,  of  Messrs.  Wheatley  Kirk,  Price 
&  Co.,  and  the  accountant  appointed  for  the  company  is  Mr.  Edwin  Guthrie,  of 
Messrs.  Edwin  Guthrie  &  Co.  The  several  vendor  firms  and  companies  have 
appointed  various  persons  as  valuers  and  accountants,  but  it  was  agreed  that  in  any 
case  of  difference  between  the  valuers  or  the  accountants,  Mr.  John  Cross,  of  Messrs. 
Cross  &  Sons,  of  Manchester,  should  act  as  umpire  valuer,  and  Mr.  Edwin  Water- 
house,  of  Messrs.  Price,  \Vaterhouse  &  Co.,  of  London,  as  umpire  accountant. 

The  trading  accounts  for  the  financial  year  of  each  undertaking  ending  in  1897 
were  (with  some  exceptions  as  mentioned  below)  taken  as  the  basis  on  which  the 
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earning  capacity  of  each  business  was  to  be  ascertained,  the  year  1897  having  been 
chosen  as  the  last  year  before  the  negotiations  for  amalgamation  were  commenced, 
and  as  being  a  vear  in  which  the  trading  accounts  had  been  made  up  without  any 
regard  to  possible  amalgamation. 

The  valuers  and  accountants  were  instructed  to  ascertain  the  value  of  the  capital 
assets  of  each  undertaking  as  on  the  1st  of  September,  1899,  and  also  the  profits  made 
by  each  company  in  the  test  financial  year,  after  allowing  5  per  cent  interest  on  the 
capital  then  employed  in  the  business,  it  being  expressly  agreed  that  in  dealing  with 
trade  accounts  the  "same  principles  and  system  of  ascertaining  net  profits  should  te 
applied  to  all  the  businesses  alike,  and  that  in  this  manner  the  accountants  and 
valuers  should  ascertain  and  certify  the  net  earnings  of  each  business;  and  in  the  few 
cases  in  which  profits  in  excess  of  5  per  cent  on  the  capital  employed  were  not  made 
in  the  financial  year  in  question,  the  income  of  the  undertaking  has  been,  for  the 
purposes  of  this  amalgamation,  treated  as  equal  to  5  per  cent  on  the  value  as  on  the 
1st  of  September,  1899,  of  the  land,  buildings,  plant,  stock,  book  debts,  and  other 
capital  assets  acquired  by  the  company. 

The  stocks  have  been  valued,  but  owing  to  their  magnitude  the  accountants  and 
valuers  have  been  obliged  to  fix  the  value  subject  to  final  adjustment,  when  any 
differences — which,  however,  can  only  amount  to  a  small  sum — will  be  paid  by  or  to 
the  company  in  cash. 

The  purchase  price  for  each  undertaking,  with  the  exception  of  a  few  which  it 
has  been  thought  more  expedient  to  pay  for,  wholly  or  partially,  in  cash  out  of 
working  capital,  is  to  be  satisfied  wholly  by  the  issue  or  appropriation  of  debenture 
stock  and  fully  paid-up  shares  of  the  company;  the  amount  of  debenture  stock  of 
each  vendor  being  such  that  the  interest  thereon  will  give  him  one-fifth  of  the  ascer- 
tained net  earnings  of  his  business,  and  the  amount  of  preference  shares  allotted  to 
him  as  fully  paid  up  being  such  as  at  5  per  cent  per  annum  will  give  him  one-fourth 
of  the  ascertained  net  earnings,  the  balance  of  his  purchase  money  being  satisfied  by 
the  allotment  of  ordinary  and  deferred  shares  of  the  company. 

The  company  is  under  the  provisions  of  the  agreements  to  offer  two-thirds  of  the 
debenture  stock  and  preference  shares  for  public  subscription,  paying  the  vendors 
the  net  proceeds  in  part  satisfaction  of  their  purchase  price.  The  vendors  retain  the 
remaining  one-third  of  the  debenture  stock  and  preference  shares. 

The  following  is  a  copy  of  the  certificate  of  Messrs.  Edwin  Guthrie  &  Co. : 

"71  KING  STREET,  MANCHESTER,  February  16,  1900. 
"  To  the  Directors  of  The  Wall  Paper  Manufacturers,  Limited. 

"  GEXTLEMEX  :  We  have  the  pleasure  to  hand  you  herewith  the  following  report 
in  reference  to  the  31  undertakings  agreed  to  be  amalgamated  in  your  company. 

"  We  have  investigated  the  accounts  of  17  of  these  undertakings  for  the  financial 
year  ending  in  1897,  one  in  respect  of  the  year  ending  in  1896  (the  works  having 
been  destroyed  by  fire  in  1897  and  restarted  in  1899),  one  in  respect  of  the  year  end- 
ing in  1898,  and  two  in  respect  of  the  year  ending  in  1899,  these  last  three  cases  being 
those  of  more  recently  established  undertakings. 

"We  have  accepted  as  correct  the  pu  Wished  balance  sheet  for  1898  of  theCordelova 
Company,  Limited,  signed  by  the  auditor,  Mr.  R.  M.  Muirhead,  chartered  account- 
ant, of  Edinburgh,  and  the  certificate  of  Me-srs.  .1.  A  damson,  Son  &  Co.,  chartered 
accountants,  of  Manchester,  who  investigated  the  accounts  of  Messrs.  Essex  &  Co. 

••  We  hereby  certify  that  the  aggregate  profits  of  these  23  undertakings,  including 
interest  on  capital,  but  after  full  allowance  for  depreciation,  and  after  deducting  the 
salaries  of  partners  and  managers  at  the  amounts  chargeable  against  the  company  in 
the  future,  and  every  other  expense  chargeable  against  profits,  amounts  to  £173,116 
10s  8d. 

"As  no  good  will  is  to  be  -paid  for  to  any  firm  in  respect  »t  any  undertaking  where 
the  profits  have  not  exceeded  5  per  cent  per  annum  on  their  capital,  we  have  not 
been  called  upon  to  investigate  the  accounts  of  4  of  these  undertakings,  inasmuch 
as  tin-  owners  did  not  claim  payment  for  trood  will,  nor  has  it  been  necessary  for  us 
to  investigate  the  accounts  of  4  small  businesses  which  were  acquired  by  the 
company  for  cash  payments.,  and  nothing  has  been  included  in  the  above-mentioned 
sum  in  respect  of  the  profits  of  these  s  businesses;  the  value,  however,  of  their 
land,  machinery,  plant,  stock,  and  book  debt>,  and  other  assets,  together  with  the 
capital  invested  in  all  the  businesses  in  1S<(<»  in  excess  of  that  invested  in  the  test 
financial  year,  amounts  to  ilols.l'^T  l~->s..  and  treating  this  us  productive  of  5  percent 
per  annum,  viz.  ^I'o.i'N  7s.  '.M..  it  would  then  brinir  the  above-mentioned  sum  of 
£173,116  10s.  Sd.  up  to  a  total  of  £199,030  l*s.  5<1. 

"The  valuations  of  stocks  in  trade,   raw  materials,   plain   paper,   drugs,   .-t 
designs,  cutting  and  engraving  copper  and  wood  rollers,  finished  paper  hangings, 
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and  raised  materials  have  been  partly  made  by  Messrs.  Wheatley  Kirk,  Price  &  Co., 
and  have  been  partly  ascertained  by  ourselves,  assisted  by  the  committee,  on  the 
basis  set  out  in  the  purchase  agreements,  and  (exclusive  of  land,  buildings,  water 
rights,  motive  power,  fixed  and  loose  plant,  machinery,  utensils,  and  fixtures) 
amount  to  £545,735  7s.  lid.  The  book  debts  taken  over  have  been  ascertained  by 
ourselves  at  £393,873  14s.  lid.,  and  are  guaranteed  at  this  amount  by  the  respective 
vendor  firms  or  companies,  and  provide  working  capital  for  the  new  company. 

"The  valuations  of  land,  buildings,  water  rights,  motive  power,  fixed  and  loose 
plant,  machinery,  utensils,  and  fixtures  have  been  made  by  Messrs.  Wheatley  Kirk, 
Price  &  Co. 

' '  The  accounts  of  the  different  undertakings  are  so  voluminous  that  it  would  have 
been  impracticable  without  considerable  delay  to  have  made  for  more  than  one  year 
so  searching  an  investigation  with  reference  to  the  trading  accounts  as  we  were 
instructed  to  make  for  the  test  year. 

"The  total  purchase  consideration  for  the  whole  of  the  undertakings  acquired 
amounts  to  £4,216,045  17s.  Id.,  of  which  £74,577  17s.  Id.  is  payable  in  cash,  and  the 
balance,  £4,141,468,  is  payable  in  debenture  stock,  preference  shares,  and  ordinary 
and  deferred  shares  of  the  company  on  the  terms  of  the  agreements. 
' '  We  are,  gentlemen,  yours  faithfully, 

"EDWIN  GUTHRIE  &  Co." 

The  interest  on  the  debenture  stock  amounts  to  £39,444  10s.  5d.,  and  5  per  cent  on 
the  preference  shares  amounts  to  £49,305  13s. 

The  deferred  shares  are  issued  to  apportion  to  each  vendor  his  share  of  profit 
after  10  per  cent  has  been  paid  on  the  ordinary  shares. 

The  following  is  a  copy  of  the  certificate  of  Messrs.  Wheatley  Kirk,  Price  &  Co. : 

"49  QUEEN  VICTORIA  STREET,  LONDON,  E.  C., 

February  16,  1900. 
•"  To  the  Directors  of  The  Wall  Paper  Manufacturers,  Limited. 

"GENTLEMEN:  In  accordance  with  your  instructions,  and  the  terms  of  the  general 
agreement  by  which  we  were  appointed  to  value  on  behalf  of  the  company,  we  beg 
to  state  that  we  have  personally  inspected  and  carefully  valued  the  freehold  and 
leasehold  properties,  water  rights,  motive  power,  and  going  gears,  fixed  plant  and 
machinery,  loose  tools,  utensils,  convertible  stores,  chattels,  furniture,  etc.,  being  the 
property  of  the  under-mentioned  firms,  and  have  agreed  the  values  of  same  with 
the  respective  valuers  acting  on  behalf  of  the  vendors,  as  current  going  concerns  as 
and  upon  the  1st  of  September,  1899  (except  in  one  small  case,  which  is  taken, as  on 
the  31st  of  December,  1899),  and  have  handed  our  several  values  to  Messrs.  Edwin 
Guthrie  &  Co. ,  the  accountants  employed  by  the  directors,  to  be  included  with  and 
form  the  basis  of  their  accounts  of  each  vendor  firm. 

' '  The  firms  referred  to : 

"C.  &  J.  G.  Potter,  Belgraye  Mills,  Darwen,  and  Broad  Street  Station,  London. 

"The  Darwen  Paper  Staining  Company,  Livesey  Mills,  Darwen;  Broad  Street 
Station,  London;  and  Argyle  street,  Glasgow. 

"Potter  &  Co.,  Hollins  Mills  and  Orchard  Mills,  Darwen. 

"Huntington  Freres,  Livesey  Mills,  Darwen. 

"Almond  &  Co.,  South  Belgraye  Mills,  Darwen. 

"The  Anaglypta  Company,  Limited,  Queen's  Mill,  Darwen,  and  Great  Russell 
street,  London. 

"Lightbown,  Aspinall  &  Co.,  Limited,  Hayfield  Mills,  Pendleton;  Queen  Victoria 
street,  London,  and  Ingram  street,  Glasgow. 

"Allan  Cockshut  &  Co.,  Old  Ford,  London. 

"The  Lignomur  Company,  Old  Ford,  London. 

"Carlisle  &  Clegg,  Graham  street,  City  road,  London,  and  Dame  street,  Dublin. 

"  Arthur  Sanderson  &  Sons  (so  far  as  relates  to  the  business  carried  on  at  their 
manufactory  at  Chiswick). 

"Osborn  &  Shearman,  Stephendale  Works,  Fulharn;  Paulton  Works,  Kings  road, 
Chelsea,  and  the  Vale,  Chelsea. 

"John  Trumble  &  Sons,  York  street,  Leeds. 

"Wylie  &  Lochhead,  Limited,  Whiteinch,  near  Glasgow,  and  Portland  street, 
Manchester  (so  far  onlv  as  relates  to  their  business  as  wall-paper  manufacturers). 

"  Walker,  Carver  &  Co.,  Limited,  the  Sanitum  Wall  Paper  Works,  Orchard  street, 
Pendleton,  Manchester. 

"W.  G.  Wilkins  &  Co.,  Limited,  Uttoxeter  road,  Derby. 

"Mitchell,  Arnott  &  Co.,  Limited,  Brookside  Mill,  Golborne;  Manchester  street, 
Liverpool;  18  Upper  Sackville  street,  Dublin;  79  and  81  High  street,  Belfast. 

"The  Hey  wood  Paper  Staining  Company,  Brunswick  Mill,  Hey  wood. 
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'Barnes,  Davidson,  Holden  &  Co.,  Limited,  Peelbridge  Works,  Ramsbottom. 

'Yates,  Dauncey  &  Dawson,  Greenhill  Mills,  Radcliffe,  Manchester. 

'David  Walker,  Suffleld  Mills,  Middleton,  Manchester. 

'The  Claremont  Paper  Staining  and  Engraving  Company,  Pendleton,  Manchester. 

'Lewis  &  Co.,  Medlock  Mills,  Lees,  Oldham. 

'Fincham  &  Co.,  Station  Mills,  near  Wortley,  Leeds. 

'John  Dunn  &  Son,  Tyne  Works,  Elswick  Place,  Xewcastle-on-Tyne  (so  far  as 
relates  to  their  business  as  wall-paper  manufacturers). 

•Essex  &  Co.,  Essex  Mills,  Battersea,  London. 

'  The  salamander  decorations  business  of  the  United  Asbestos  Company,  Limited, 
Harefield  Mills,  High  Wycornbe,  and  158  and  160  Charing  Cross  road,  London. 

"In  making  our  valuations  we  werernpst  favourably  impressed  with  the  condition 
in  which  \ve  found  the  whole  of  the  leading  manufactories  and  plants,  the  exceptions 
being  only  a  few  and  comparatively  unimportant  concerns.  The  greater  part  of  the 
lands  and  buildings  are  freehold  and  includes  important  and  valuable  water  rights. 
It  is  clearly  evident  there  has  been  during  recent  years  a  determination  on  the  part 
of  all  the  leading  firms  to  keep  pace  with  the  times  by  erecting  new  mills,  by  adopt- 
ing the  latest  types  of  labour-saving  machinery  and  appliances,  and  by  liberal  expendi- 
ture in  new  departures,  and  .by  experiments  and  improvements  to  economise  cost 
of  production.  The  large  sums  so  expended  can  not  in  our  opinion  fail  to  favourably 
affect  future  profits. 

"We  are,  gentlemen,  yours  faithfully, 

"WHEATLEY  KIRK,  PRICE  &  Co." 

The  lands,  mills,  buildings,  cottages,  water  rights,  fixed  plant,  and  machinery  taken 
over  by  the  company,  except  such  as  for  economy's  sake  it  may  be  determined  to 
sell,  will  be  comprised  in  the  specific  mortgage  to  the  trustees"  for  the  debenture 
stock.  There  will,  in  addition  to  this  specific  mortgage,  be  a  floating  charge  on  the 
general  undertaking  of  the  company  (but  not  including  uncalled  capital)  to  secure 
the  debenture  stock.  This  floating  charge,  so  far  as  it  comprises  movable  assets  in 
Scotland,  may  be  subject  to  Scotch  law,  but  there  are  comparatively  few  such  assets. 

The  businesses  are  purchased  free  of  all  liabilities,  which  are  assumed  and  defrayed 
by  the  respective  vendor  firms  and  companies.  The  cordelova  business  is  acquired 
by  the  purchase  of  all  the  shares  in  that  company. 

The  company  acquires  the  properties  direct  from  the  original  owners  without  any 
intennediate  profit,  and  no  underwriting  commission  is  being  paid,  and  the  vendors 
will  be  charged  with  the  cost  of  valuers'  and  accountants'  work  and  all  expenses  of 
the  issue  of  debenture  stock  and  preference  shares  now  offered  for  subscription. 

Proposals  have  been  made  by  makers  of  colors,  paper,  and  other  materials  to  join 
this  amalgamation,  but  the  directors  have  not  seen  their  way  at  present  to  take  them 
into  consideration.  It  may,  however,  be  found  profitable  in  the  future  to  extend 
the  company's  business  in  these  directions. 

The  preference  shares  confer  the  right  to  attend  and  vote  at  general  meetings  of  the 
company  upon  any  question  affecting  their  rights  and  privileges,  and  no  shares  are 
hereafter  to  be  constituted  to  take  priority  over  the  preference  shares,  except  with 
the  consent  of  an  extraordinary  resolution  of  the  holders  of  the  preference  shares  or 
a  ratification  in  writing  by  the'holders  of  at  least  three-fourths  of  such  shares. 

None  of  the  ordinary  shares  and  none  of  the  deferred  shares  are,  for  a  period  of  5 
years  from  the  1st  of  September,  1899,  to  be  sold  or  transferred,  or  to  be  transferable 
(unless  with  the  approval  of  a  three-fourths  majority  in  value  of  the  holders  of  such 
shares)  to  any  person  other  than  an  original  allottee  of  such  shares  or  to  share- 
holders in  the  various  companies  whose  businesses  are  taken  over  by  this  company. 
The  vendors  consequently  retain  a  large  interest  in  the  success  of  the  undertaking. 

The  contracts  under  which  the  various  businesses  have  been  acquired,  and  of 
which  a  list  is  set  out  in  the  annexed  schedule,  and  a  print  of  the  memorandum  and 
articles  of  association,  and  a  printed  draft  of  the  trust  deed  to  be  executed  for  con- 
stituting and  securing  the  debenture  stock,  and  the  certificates  of  Messrs.  Edwin 
(tuthrie  i*c  Co.  and  Messr.-.  Wheatley  Kirk,  Price  <.v  ('».  ran  be  seen  at  the  offices  of 
the  solicitors  of  the  company,  No.  i_'4  Austin  Friars,  London,  E.  C.,  and  applicants 
will  be  deemed  to  have  notice  of  the  contents  thereof. 

There  are  also  many  other  contracts  made  by  the  company  in  relation  to  the  busi- 
nesses acquired  by  the  company,  namely:  trade  contracts;  contracts  (several  hundred 
in  number)  with  trailers  as  to  the  terms  on  which  they  are  to  be  supplied  with  and 
deal  in  goods;  contracts  with  the  staff  and  workmen  and  with  travellers  and  other 
agents;  contracts  for  the  purchase,  manufacture,  supply,  sale,  and  carriage  of  goods; 
tenancy  agreements;  contracts  for  the  repair,  construction,  maintenance,  or  altera- 
tion of"  buildings,  plant,  machinery,  and  works;  and  contracts  as  to  banking  and 
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financial  matters.  These  contracts,  or  some  of  them,  are  or  may  be  held  to  be  con- 
tracts within  section  38  of  the  companies  act  1867.  It  would,  however,  be  inconven- 
ient, even  if  practicable,  to  set  them  out  here,  and  applicants  shall  be  deemed  to  have 
notice  thereof,  and  to  have  waived  the  insertion  herein  of  the  dates  and  names  of  the 
parties  to  such  contracts,  and  to  have  agreed  with  the  company,  as  trustee  for  the 
directors  and  promoters,  to  waive  all  rights  or  claims  in  respect  of-  noncompliance  as 
regards  .such  contracts  with  the  requirements  of  section  38  of  the  companies  act  1867. 

A  stock-exchange  settlement  and  quotation  for  the  debenture  stock  and  preference 
shares  will  be  applied  for  in  due  course. 

Application  for  debenture  stock  or  for  preference  shares  should  be  made  on  the 
forms  inclosed  and  be  (with  the  amount  of  the  application  money)  forwarded  to  or 
left  at  one  of  the  above-mentioned  banks. 

If  no  allotment  is  made,  the  deposit  will  be  returned  in  full,  and  where  the  amount 
of  debenture  stock  or  the  number  of  shares  allotted  is  less  that  the  amount  or  number 
applied  for,  the  balance  of  the  deposit  moneys  will  be  applied  toward  the  payment 
due  on  allotment,  and  any  excess  will  be  returned  to  the  applicant. 

Failure  to  pay  any  instalment  will  render  the  previous  payments  liable  to  forfeiture. 

Copies  of  the  prospectus,  with  forms  of  application  for  debenture  stock  or  prefer- 
ence shares,  can  be  obtained  at  the  offices  of  the  company,  or  from  the  bankers, 
brokers,  or  solicitors. 

FEBRUARY  22,  1900. 


APPENDIX  IVa. 

PROSPECTUS  OF  THE  BLEACHERS'  ASSOCIATION. 

The  list  of  applications  will  open  on  Tuesday,  July  24,  at  10  a.  in.,  and  wrill  close 
on  the  following  day,  Wednesday,  July  25,  at  3  p.  in.,  or  earlier. 

BLEACHERS'  ASSOCIATION,  LIMITED. 

[Incorporated  under  the  companies  acts,  1862  to  1898.] 

SHARE  CAPITAL,  £6,000,000. 

£2,250,000  4£  per  cent  first  mortgage  debenture  stock. 

The  share  capital  is  divided  into  6,000,000  shares  of  £1  each,  of  which  3,000,000 
are  ordinary  shares,  2,250,000  are  5£  per  cent  cumulative  preference  shares,  and  the 
remainder  may  be  issued  either  as  further  preference  shares,  ranking  pari  passu  with 
and  carrying  dividend  at  the  same  rate  as  the  original  preference  shares,  or  as  ordi- 
nary sha'res.  , 

The  preference  shares  are  preferential  as  to  capital  as  well  as  dividend. 

PRESENT    ISSUE. 

4£  per  cent  first  mortgage  debenture  stock £2,250,000 

5 \  per  cent  cumulative  preference  shares  of  £1  each 2,250,000 

Ordinary  shares  of  £1  each 2,250,000 


6,750,000 

Of  the  above  issue,  £710,310  debenture  stock,  £710,310  preference  shares,  and 
£710,310  ordinary  shares  will  be  issued  to  the  vendors  in  part  payment  of  purchase 
moneys,  and  the  remainder,  viz,  £1,539,690  debenture  stock,  £1,539,690  preference 
shares,  £1,539,690  ordinary  shares,  are  now  offered  for  public  subscription  at  par, 
payable  as  follows: 


Shares, 
per 

share. 

Deben- 
ture 
stock. 

On  application  

s.    d. 

2    6 

Percent. 
10 

On  allotment  

7    6 

40 

On  October  31,  1900  

10 

50 
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The  debenture  stock  will  be  registered  in  the  books  of  the  company,  and  the  inter- 
est will  be  paid  half  yearly  on  March  31  and  September  30  in  each  year,  the  first 
payment  (calculated  in  the  case  of  moneys  payable  on  application  and  allotment 
from  the  date  of  allotment,  and  in  the  case  of  each  subsequent  instalment  from  the 
date  fixed  for  its  payment)  being  made  on  March  31,  1901. 

Interest  at  5  per  cent  per  annum  will  be  charged  on  instalments  in  arrear. 

The  debenture  stock  will  be  redeemable  at  the  option  of  the  company  on  or  after 
September  30,  1915,  at  £105  per  cent,  and  will  be  repayable  in  a  winding  up  at  the 
like  rate. 

The  debenture  stock  and  the  interest  thereon  will  be  secured  by  a  specific  first 
mortgage  to  the  trustees  for  the  debenture  stockholders  of  the  freehold,  cQpyhold, 
and  heritable  properties  comprised  in  Messrs.  Edward  Rushton,  Son  &  Kenyon's 
valuation,  and  also  (subject  to  any  necessary  consent  of  landlords  being  obtained) 
upon  all  leasehold  properties  comprised  therein  which  are  held  for  terms  having 
more  than  50  years  to  run  at  the  date  of  this  prospectus,  and  a  depooit  with  the 
trustees  for  the  debenture  stockholders  of  the  deeds  and  documents  of  title  relating 
to  all  other  leasehold  properties  in  England  and  Ireland  comprised  in  the  said  valu- 
ation,  and  by  a  first  floating  charge  on  the  undertaking  and  other  property,  present 
and  future,  of  the  company  in  England  and  Ireland,  and  also  (so  far  as  may  be  con- 
sistent with  the  la\v  of  the  country)  in  Scotland  and  elsewhere,  but  not  including 
uncalled  capital  of  the  company. 

The  trust  deed  for  securing  the  debenture  stock  will  be  executed  on  the  comple- 
tii  in  of  the  various  purchases,  and  in  the  meantime  all  moneys  received  from  allottees 
of  the  debenture  stock  will  be  under  the  exclusive  control  of  the  directors  of  the 
company  and  will  be  applied  by  them  in  or  toward  completion  of  the  several  pur- 
chases (the  trustees  for  the  debenture  stockholders  undertaking  no  responsibility 
with  regard  thereto) ,  but  as  each  purchase  is  completed  the  deeds  and  documents 
of  title  relating  to  the  purchased  properties  will  be  deposited  with  the  trustees.  If 
the  completion  of  any  purchase  shall  be  delayed,  or  shall  not  take  place,  the  com- 
pany may  substitute  for  any  freehold,  copyh'old,  heritable,  or  leasehold  properties 
comprised  in  such  purchase,  and  pay  over  to  the  trustees,  to  be  held  on  the  trusts  of 
the  trust  deed,  a  sum  of  cash  equal  to  the  value  of  such  proj>erties  as  ascertained  by 
Messrs.  Edward  Rushton,  Son  &  Kenyon's  valuation. 

Power  is  reserved  by  the  trust  deed  to  create  further  debenture  stock  in  addition 
to  and  ranking  pari  passn  with  the  present  issue,  but  no  such  further  issue  can  lie 
made  unless  additional  hereditaments  are  acquired,  and  then  only  to  the  extent  of 
two-thirds  of  the  value  of  such  hereditaments,  and  of  any  fixed  or  loose  plant  and 
machinery  in  or  about  the  same. 

Power  is  also  reserved  to  the  company  to  buy  up  debenture  stock,  either  in  the 
open  market  or  by  private  contract,  and  to  reissue  debenture  stock  so  bought  up  or 
otherwise  redeemed  or  paid  off. 

The  debenture  stock  will  be  issued,  and  will  be  transferable  when  fully  paid,  in 
multiples  of  £1. 

[List  of  officers,  directors,  etc.] 

This  company  has  been  formed  with  the  object  of  acquiring  and  amalgamating 
numerous  firms  and  companies  engaged  in  the  bleaching  trade,  and  of  strengthening 
and  extending  various  associations  \\hich  previously  existed  for  different  purposes 
in  connection  with  that  trade. 

The  following  have  entered  into  contracts  for  sale  of  their  businesses  to  the  com- 
pany: 

[Names  and  addresses.] 

The  principal  business  of  the  company  is  the  bleaching  and  iinishiiu:  of  cotton 
piece  goods  of  every  description. 

Tin-  chief  center  of  the  cotton  industry  is  Manchester,  and  all  the  works  acquired 
by  the  company  are  situate  within  convenient  distance  of  that  city,  excepting  those 
of  four  Scotch  and  two  Irish  firms,  who  are  engaged  in  special  branches  of  the 
bleaching  business,  and  are  regarded  as  desirable  acquisitions  for  the  company. 

A  few  of  the  amalgamated  firms  are  dyers  as  well  as  bleachers,  and  the  two  busi- 
nesses may  be  usefully  and  profitably  continued  side  by  side.  There  is,  however, 
no  intention  of  competing  with  the  Bradford  Dyers'  Association,  Limited,  and  in 
the  case  of  one  firm  which  carrries  on  at  one  of  its  works  piece  dyeing  of  the  Brad- 
ford class  the  company  have  arranged  to  transfer  the  dye  works  to  that  association. 

The  bleaching  trade  is  one  of  the  oldest  in  Lancashire,  and  has  proved  itself  a 
steady  and  prosperous  one. 

It  is  also  preeminently  a  safe  trade.  Bleachers  are  not  buyers  or  sellers  of  the 
goods  upon  which  they  ojn-rate:  their  business  U-ing  to  bleach  and  finish  goods  for 
the  merchants,  is  practically  free  from  ordinary  trade  risks:  the  profits  are  believed 
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to  have  been  exceptionally  stable,  and  there  is  no  record  of  any  bleacher  having 
suffered  appreciable  loss  through  bad  debts  incurred  fn  the  course  of  his  legitimate 
trade. 

The  great  and  ever-increasing  difficulty  of  obtaining  an  adequate  supply  of  water 
renders  the  position  of  the  old-established  bleach  works  a  very  strong  one,  whilst 
enforcement  of  the  law  against  pollution  of  rivers  tends  still  further  to  prevent  the 
erection  of  new  works. 

For  a  great  number  of  years  past  there  have  existed  in  the  Manchester  bleaching 
trade  voluntary  associations  for  the  regulation  of  prices  in  different  branches  of  the 
business,  and  for  other  purposes,  and  these  have  worked  in  harmony  with  the  mer- 
chants,.as  well  as  to  the  advantage  of  the  trade;  but  it  has  been  realized  that  the  full 
advantages  of  cooperation  can  be  secured  only  by  amalgamation,  for  the  success  of 
which  the  existence  and  organization  of  these  associations  give  exceptional  facilities. 

The  present  amalgamation  has  secured  the  adhesion  of  many  firms  who  were  no't 
previously  members  of  any  price  association. 

It  is  believed  that  the  formation  of  this  company  will  strengthen  the  cordial  rela- 
tions already  existing  with  the  Manchester  merchants,  for,  being  in  possession  of 
works  of  every  description  capable  of  dealing  at  appropriate  prices  with  every  class 
of  bleaching  and  finishing,  the  amalgamated  firms  will  be  enabled  to  satisfy  the 
varying  demands  of  the  whole  Manchester  trade  and  meet  any  competition  from 
abroad  or  elsewhere. 

Individual  effort  will  be  maintained  among  the  various  amalgamated  firms.  So 
far  as  possible  the  management  of  each  works  will  be  left  in  the  hands  of  those  who 
have  been  responsible  for  its  conduct  in  the  past,  and  the  heads  of  each  branch  may 
under  the  articles  of  association  be  remunerated  wholly  or  partially  by  a  commission 
or  percentage  on  the  profits  of  the  branch  managed  by  them.  Each  firm  will  con- 
tinue to  deal  personally  with  their  own  customers,  and  arrangements  which  have 
been  made  by  individual  firms  Avith  regard  to  special  finishes  for  particular  customers 
will  be  strictly  adhered  to. 

The  general  management  of  the  business  of  the  company  is  vested  in  general 
managers.  The  first  two  general  managers  will  hold  office  for  3  years,  and  the 
remuneration  attached  to  their  posts  is  limited  to  a  commission,  payable  to  each  of 
them,  of  2J  per  cent  on  the  balance  of  the  net  profits  made  by  the  company  during 
each  year  over  and  above  the  sum  required  to  pay  the  debenture  interest  and  prefer- 
ence dividend  for  that  year. 

The  directors  believe  that  the  successful  management  of  the  undertaking  and  the 
cordial  cooperation  of  all  the  amalgamated  firms  ore  secured  by  the  appointment  as 
first  general  managers  of  Mr.  John  Brennand  and  Mr.  John  Stanning. 

The  remuneration  of  the  chairman,  vice-chairman,  and  directors  (other  than  the 
general  managers)  will  be  fixed  by  the  shareholders  in  general  meeting. 

The  valuation  made  by  Messrs.  Edward  Rushton,  Son  &  Kenyon,  of 
which  a  copy  will  be  found  below,  shows £3,109,313 

In  addition,  the  association  acquires  book  debts,  guaranteed  by  the  yen- 
dors,  and  stock  in  trade  and  other  assets  amounting  (subject  to  adjust- 
ment) to 347,598 

The  issue  and  the  proceeds  of  the  resale  to  the  Bradford  Dyers'  Associa- 
tion, referred  to  above,  will  also  provide  cash  amounting  (subject  to 
adjustment)  to 269,187 

Making  a  total  of 3,726,098 

The  following  is  a  copy  of  Messrs.  Edward  Rushton,  Son  &  Kenyon's  valuation: 

"13  NORFOLK  STREET,  MANCHESTER,  July,  1900. 
"  To  the  Directors  of  Bleachers'  Association,  Limited. 

"GENTLEMEN:  In  accordance  with  instructions  received  we  have  made  valuation 
of  the  works  and  properties  of  the  various  firms  who  have  signed  contracts  for  the 
gale  of  their  businesses  to  your  association,  and  beg  to  report  as  follows: 

' '  The  properties  embrace  some  of  the  finest  works  we  have  ever  inspected ;  speak- 
ing generally,  the  supplies  of  water  are  excellent,  the  buildings  are  well  and  sub- 
stantially built,  and  the  plant  and  machinery — the  greater  part  of  which  is  fixed 
and  of  an  exceptionally  durable  character — is  in  first-class  working  condition. 

"The  properties  also  include  the  freehold  reversion  which  you  have  recently 
acquired  of  the  works  and  water  rights  of  Hepburn  &  Co.,  Limited,  important  sites 
in  Manchester  and  Salford,  and  many  residences,  dwelling  houses,  plots  of  building 
land,  and  receivable  chief  rents. 


ENGLAND: — BLEACHERS'  ASSOCIATION.  61 

"The  works  which  you  have  contracted  to  resell  to  the  Bradford  Dyers'  Associa- 
tion have  been  excluded  from  our  valuation. 

'  'All  the  chief  or  ground  rents,  feus,  and  other  burdens  to  which  the  properties 
are  subject  have  been  deducted,  and  in  all  cases  of  leaseholds  we  have  taken  into 
consideration  the  length  of  tenure  and  the  rents  payable. 

"Our  valuation  is:    Land,   water    rights,   leasehold    interest,   buildings,   plant, 
machinery,  and  loose  articles,  £3,066,921;  horses,  lurries,  gears,  railway  wagons, 
etc.,  £42,392;  total,  £3,109,313. 
"Yours,  truly, 

"E.  RUSHTON,  SON  &  KENYON,  Valuers." 

With  regard  to  the  profits,  Messrs.  Jones,  Crewdson  &  Youatt  certify  as  follows: 

"MANCHESTER,  July  17, 1900. 
11  To  the  Directors  of  Bleachers'  Association,  Limited. 

"GENTLEMEN  :  We  have  ourselves  examined  the  accounts  of  47  of  the 53 companies 
and  firms  who  have  signed  contracts  for  the  sale  of  their  businesses  to  the  association. 

"In  the  case  of  two  small  firms  quite  recently  established  no  figures  of  any 
value  for  our  purpose  were  obtainable,  and  we  have  not  taken  the  revenue  of  those 
firms  into  account. 

"The  accounts  of  the  other  four  companies  and  firms  have  been  examined  by 
Messrs.  P.  &  J.  Kevan,  chartered  accountants,  of  Bolton,  and  for  the  purposes  of  this 
certificate  we  have  accepted  their  figures  with  regard  thereto. 

"The  period  under  examination  has  been  mainly  the  5  years,  1895-1899. 

"Owing  to  the  very  considerable  variations  in  the  dates  of  stocktaking,  we  are  not 
able  to  giv>  the  profits  separately  for  each  year,  but  we  find  that  the  aggregate  aver- 
age is  well  maintained  throughout. 

"In  arriving  at  the  profits  we  have  made  no  deductions  for  income  tax  or  loan 
and  debenture  interest. 

' '  Salaries  for  the  management  of  the  various  works  have  been  charged  as  part  of 
the  working  expenses,  and  a  further  provision  has  been  made  for  the  general  mana- 
gers' commission. 

"In  place  of  the  varying  charges  which  appeared  in  the  accounts  of  the  vendors 
for  repairs  and  depreciation  we  have  charged  against  profits  the  amounts  which  your 
valuers  consider  requisite  and  sufficient  for  efficiently  maintaining  the  various  works 
and  for  providing  a  depreciation  fund. 

"In  the  case  of  one  firm  having  leasehold  works,  the  reversion  in  which  your 
association  has  since  contracted  to  purchase,  credit  has  been  taken  for  the  rent  thus 
bought  up. 

"With  regard  to  the  firm  whose  dye  works  have  been  resold  to  the  Bradford  Dyers' 
A.-.-ociation,  we  have  only  taken  into  account  the  profits  arising  from  the  depart- 
ments of  their  business  which  it  is  intended  that  your  association  shall  carry  on  in 
the  future. 

"The  results  thus  obtained,  after  making  all  necessary  adjustments,  show  an 
aggregate  annual  average  profit  of  £372,465. 

"  JONES,  CREWDSON  &  YOUATT." 

To  pay  4  J  per  cent  on  £2,250,000,  present  issue  of  debenture  stock,  requires.  £101,250 
To  pay  5J  per  cent  on  £2,250,000,  present  issue  of  preference  shares,  requires.  123,750 
To  pay  6  per  cent  on  £2,250,000,  present  issue  of  ordinary  shares,  requires.  135,000 

Total 360,000 

Deducting  this  sum  from  the  profits  shown  in  the  accountants'  certificate,  there 
remains  a  surplus  of  £12,465  in  addition  to  the  income  which  may  be  earned  on  the 
cash  surplus  of  £269, 187  referred  to  above. 

The  businesses  are  purchased  free  of  all  liabilities,  and  equipped  with  stock  and 
working  capital. 

The  purchase  prices  of  the  firms  enumerated  above  (after  deducting  the  amount 
receivable  from  the  Bradford  Dyers'  Association  for  the  dye  works  resold  to  them, 
but  including  the  sum  payable  for  the  reversion  in  one  of  the  works  which  the  asso- 
ciation has  now  bought  up)  amount  to  the  sum  of  £6,480,813,  of  which  £710,310  is 
payable  in  debenture  stock,  £710,310  in  preference  shares,  £710,310  in  ordinary 
shares,  and  the  balance  in  cash. 

In  the  majority  of  cases  the  contracts  for  purchase  provide  that  the  association 
shall,  in  addition  to  the  above  purchase  money,  pay  for  any  expenditure  on  addi- 
tional property  and  machinery  acquired  since  the  date  of  Messrs.  Edward  Rushton, 
Son  &  Kenyon's  valuation. 

I  O— VOL  XVIII — 01 5 


62 


INDUSTRIAL    COMMISSION: COMBINATIONS    IN    EUEOPE. 


The  association  takes  over  the  trading  of  the  majority  of  the  firms  from  the  31st 
of  March,  1900,  and  the  remainder  are  taken  over  from  other  dates  during  the  pres- 
ent year.  The  purchases  are  all  subject  to  interest  at  4  per  cent  per  annum  from  the 
date  of  taking  over,  and  the  association  takes  over  all  current  contracts  and  engage- 
ments. 

The  preliminary  expenses  of  the  association  of  every  description  up  to  and  includ- 
ing allotment  (but  excluding  costs  of  conveyance  and  examination  of  title  and 
stamps)  will  be  discharged  put  of  a  fund  which  will  be  provided  for  that  purpose  by 
the  vendors  to  the  association,  and  will  be  paid  over  to  a  committee  of  the  trade. 

The  company  buys  in  each  case  direct  from  the  owner  of  the  business,  without  the 
addition  of  any  intermediate  profit,  and  the  charges,  up  to  allotment  of  the  account- 
ants and  solicitors  employed  in  the  amalgamation,  have  been  fixed  by  the  committee 
of  the  trade  above  referred  to,  and  will  be  paid  out  of  the  fund  provided  by  the 
vendors. 

The  dates  of  and  names  of  the  parties  to  the  contracts  under  which  the  businesses 
have  been  acquired  are  set  out  in  the  list  of  contracts  at  the  end  of  this  prospectus. 

A  contract  dated  July  17,  1900,  has  also  been  entered  into  between  this  company 
and  the  Bradford  Dvers'  Association,  Limited,  for  the  resale  to  the  latter  association 
of  the  dye  works  referred  to  above. 

All  these  contracts,  together  with  the  memorandum  and  articles  of  association  of 
the  company,  a  printed  draft  of  the  trust  deed  for  securing  the  debenture  stock, 
Messrs.  Edward  Rushton,  Son  &  Kenyon's  valuation,  and  the  certificate  of  Messrs. 
Jones,  Crewdson  &  Youatt,  can  be  seen  at  the  Manchester  offices  of  Messrs.  Wilson, 
Wright  &  Wilsons. 

Stock  exchange  settlements  and  quotations  will  be  applied  for  in  due  course. 

Applications  for  shares  or  for  debenture  stock  should  be  made  on  the  forms 
inclosed,  and  with  the  deposit  forwarded  to  one  of  the  bankers  of  the  company. 

If  no  allotment  is  made  the  deposit  will  be  returned  in  full,  and  where  the  num- 
ber of  the  shares  or  the  amount  of  the  debenture  stock  allotted  is  less  than  that 
applied  for  the  balance  will  be  applied  toward  the  payment  due  on  allotment  and 
any  excess  will  be  returned  to  the  applicant. 

Failure  to  pay  any  instalment  on  shares  or  debenture  stock  will  render  the  pre- 
vious payments  liable  to  forfeiture. 

Copies  of  the  prospectus,  with  forms  of  application  for  shares  and  for  debenture 
stock,  can  be  obtained  at  the  offices  of  the  company  or  from  the  bankers,  the  bro- 
kers, the  auditors,  or  the  solicitors. 

MANCHESTER,  July  17,  1900. 

List  of  contract  under  which  the  businesses  have  been  purcJiased. 


Date  of  princi- 
pal contract. 

Date  of  adopt- 
ing contract, 
if  any. 

Date  of  sup- 
plemental 
contract,  if 
any. 

Names  of  vendors  who  were  parties  to  contracts. 

June    1,  1900 

June  29,  1900 

Richard  Henry  Ainsworth  and  Edward  Thwaites. 

May  22,1900 

do  

July  17,1900 

The  Birkacre  Co.,  Limited. 

Apr.  12,1900 

do  

do  

Thomas  Ridgwav  Bridson,  Joseph  Ridgway  Bridson,' 

Mar.  28,1900 

...do... 

...do... 

Harry  Bridson,  and  Arthur  Paul  Bridson. 
John  Brennand  and  Joe  J.  Wooler. 

Do  

.do 

do 

W.  E.  Buckley  &  Co   Limited. 

*  June  29,  1900 

R.  &  A.  Chambers,  Limited. 

May     7,  1900 
Mar.  30  1900 

June  29,  1900 
do 

July  16,1900 
July  17  1900 

Thomas  Cross  &  Co.,  Limited. 

May    8,  1900 

.....do. 

The  Deeply  Vale  Co   Limited. 

Mar.  19,1900 

July   17  1900 

Mar.  31,  1900 

do. 

July   12,1900 

Eden  &  Thwaites  Limited. 

June  28,  1900 

...do... 

Forrest,  Gillies  &  Co. 

Apr.    2,  1900 

do. 

July   17,1900 

Andrew  Greenhalgh 

June    1,1900 

do... 

Edward  Hall  &  Bro.  ,  Limited. 

June  28,  1900 

do. 

Adam  Hamilton  &  Sons  and  George  Hamilton,  jr.,  sole 

May    8,  1900 

.  .do.. 

partner  of  said  firm. 
The  Handforth  Bleaching  Co.,  Limited. 

May  31,1900 

do... 

Thomas  Hardcastle. 

Mar.  19,1900 
May  28,1900 
Mar.  27,  1900 

do  
do  
...do... 

July  17,1900 
do  

do 

Frank  Hardcastle. 
Hepburn  &  Co.,  Limited. 
Robert  Hevwood. 

May     4,1900 

do  

Frederick  Murton  and  John  William  Slater. 

Mar.  30,1900 

July  10  1900 

The  Irkdale  Bleach  Works  Co    Limited. 

Apr.    6,  1900 
May  25,1900 

June  29,  1900 
...do... 

July  17,1900 

John  Drinkwater  Kay  and  Alfred  Smith. 
James  Grime 

May    2,  1900 

do  

John  King  and  Alfred  John  King. 

*July  17,1900 

James  Cunningham  Kirkpatrick  and  John  Johnston 

Kirkpatrick. 
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List  of  contracts  under  which  the  businesses  have  been  purchased — Continued. 


Date  of  princi- 
pal contract. 

Date  of  adopt- 
ing contract, 
if  any. 

Date  of  sup- 
plemental 
contract,  if 
any. 

Names  of  vendors  who  were  parties  to  contracts. 

May  15,1900 
*fJ"ly   17,1900 

June  29,  1900 

July  17,1900 

Nathaniel  Morris  Barnes. 
Michael  La  very  Yates. 

*June  27,  1900 

John   Sutherland     Harmwood     Banner    and    Israel 

*June  28,  1900 

Knowles. 
Melland  &  Coward,  Limited. 

May  16  1900 

June  29  1900 

Harry  Milner  and  Richard  Marsden. 

June  28,  1900 

.do 

James  McHaffie  &  Son  and  John  Anderson  McHaffie, 

*July  17,1900 

sole  partner  of  said  firm. 
John  McNab  &  Co.,  and  John  McNab  and  Andrew 

June  21  1900 

June  29  1900 

.  McNab,  the  individual  partners  of  said  company. 
William  Mosley,  William  Mosley,  jr.,  Harry  Mosley' 

May  14,1900 

do  

Julv   17,1900 

and  Oswald  James  Mosley. 
Frederick  Murton. 

*June  25,1900 

Thomas  Kenyon. 

Apr.     6,1900 
Mar.  30  1900 

June  29,  1900 
do   . 

July  17,1900 
do  . 

Joseph  Howarth. 
Robert  Knowles  Roberts 

*.lune  27,1900 

Samuel  Hoyle  Rothwell  and  Frank  Clarkson  Birch. 

*June  27,1900 

June  29,1900 

Samuel  Isherwood.  JohnWilliam  Slater,  and  Sam  Slater. 

May  24,1900 

June  29,  1900 

James  Simpson    Ellen  Simpson    and  John  Whewell 

Apr.  10,  1900 

...do... 

July  17,  1900 

Simpson. 
Richard  Bennett 

May  21,  1900 

...do.  . 

John  Stanning  &  Son,  Limited. 

Mar.  19,  1900 

...do... 

July  17,  1900 

SykesA  Co.,  Limited. 

May  23,  1900 

do. 

do  

Charles  Waterhouse 

June  25,  1900 

Thomas  Kenyon. 

*Mav    1,1900 
Mar.  30,  1900 

June  29,  '100 
do  

July  17,  1900 
do  

Henry  Whitehead. 
Richard  Hough  the  younger  and  Walter  Cannon 

Apr.  10,  1900 

do  

Frederick  Whowell. 

*July  17,  1900 

John  Young  &  Co.  (Crumpsall),  Limited. 

NOTES. — The  principal  contracts  marked  with  an  asterisk  (*)  were  made  with  the  association 
direct;  the  other  principal  contracts  were  made  with  Joseph  Henry  Worrall  as  trustee  for  the  asso- 
ciation. 

All  the  adopting  and  supplemental  contracts  were  made  between  the  association  and  the  other 
persons  and  companies  who  were  parties  to  the  principal  contracts,  or  some  of  them. 

There  is  a  further  contract,  dated  July  17,  1900,  between  John  Grant  Lawson,  M.  P.,  and  the  asso- 
ciation, with  reference  to  the  purchase  by  the  association  of  the  freehold  reversion  in  the  works  of 
Hepburn  <fe  Co.,  Limited,  which  were  held  by  them  under  an  agreement  for  a  lease. 

The  contract  marked  with  a  dagger  (t)  is  conditional  upon  the  sanction  of  the  chancery  court 
being  obtained  thereto.  Such  sanction  has  not  yet  been  applied  for. 

MEMORANDUM    OF    ASSOCIATION    OF    BLEACHERS7   ASSOCIATION,  LIMITED. 

1.  The  name  of  the  company  is  "Bleachers'  Association,  Limited." 

2.  The  registered  office  of  the  company  will  be  situate  in  England. 

3.  The  objects  for  which  the  company  is  established  are: 

(a)  To  carry  on  in  all  or  any  of  their  branches  the  businesses  of  bleachers,  dyers, 
finishers,  dressers,  and  chemical  manufacturers. 

(6)  To  carry  on  in  all  or  any  of  their  branches  all  or  any  one  or  more  of  the  fol- 
lowing additional  businesses — that  is  to  say,  the  businesses  of  printers  and  manufac- 
turers of  and  dealers  in  all  kinds  of  cotton,  linen,  silk,  worsted,  woolen,  and  other 
goods,  and  proprietors  of  collieries  and  other  works  for  the  manufacture  or  supply 
of  goods  or  power  consumed  or  used  in  any  business  for  the  time  being  carried  on  by 
the  company,  and  manufacturers  of  and  dealers  in  all  plant,  machinery,  apparatus, 
materials,  articles,  and  things  of  any  description  which  are  or  may  be  used  in  con- 
nection with  any  business  which  the  company  is  authorized  to  carry  on. 

(<:)  To  acquire  and  dispose  of  water  ana  water  rights  in  any  manner  and  for  any 
purpose,  and  to  supply  water  to  towns,  local  areas,  or  particular  persons  or  premises, 
:iii'l  to  carry  out  any  works  necessary  for  that  purpose,  and  generally  to  carry  on  the 
business  of  a  waterworks  company. 

(d)  To  carry  on  any  business,  whether  manufacturing  or  otherwise,  and  whatever 
may  be  its  description,  \vhich  in  the  opinion  of  the  directors  of  the  company  may  be 
conveniently  carried  on  in  connection  with  or  in  addition  to  any  of  those  enumerated 
above,  or  may  be  calculated,  directly  or  indirectly,  to  enhance  the  value  of  or  render 
profitable  any  of  the  properties  or  rights  of  the  company. 

(e)  To  purchase  or  otherwise  acquire  the  whole  or  any  portion  of  the  business  of 
any  person,  firm,  or  company,  or  the  whole  or  any  portion  of  the  shares  in  or  obli- 
gations of  any  company  carrying  on  any  business  which  this  company  is  authorised 
to  carry  on,  and  to  undertake  all  or  any  of  the  liabilities  connected  with  such 
business. 
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(/)  To  purchase,  take  upon" lease,  hire,  or  otherwise  acquire  any  lands,  factories, 
mills,  buildings,  ships,  boats,  carriages,  rolling  stock,  machinery,  plant,  or  other 
property  (real  or  personal),  or  any  estates  or  interests  therein,  and  any  rights,  ease- 
ments, or  privileges  which  may  be  considered  necessary  or  expedient  for  the  pur- 
poses of  the  undertaking  or  business  of  the  company,  and  to  erect,  construct,  lay 
down,  lit  up,  and  maintain  any  bleach  works,  dye  works,  settling  tanks,  effluent 
works,  pumping  stations,  factories,  buildings,  roads,  railways,  tramways,  water 
courses,  reservoirs,  waterworks,  gasworks,  electric  works,  or  other  works  which  may 
be  thought  necessary  or  expedient  for  such  purposes,  or  for  the  improvement  or 
development  of  any  property  of  the  company,  and  to  do  any  such  thing,  notwith- 
standing that  in  any  case  the  whole  of  the  land,  buildings,  works,  or  property  may 
not  be  actually  required  for  such  purposes. 

(g)  To  develop  the  resources  of  and  turn  to  account  any  lands  and  any  rights  over 
or  connected  with  lands,  easements,  water,  or  other  rights  belonging  to  or  in  which 
the  company  is  interested,  and  in  particular  by  laying  out  building  sites,  and  by 
constructing,  maintaining,  and  altering  roads,  streets,  hotels,  houses,  factories,  shops, 
and  stores,  or  contributing  to  the  cost  of  making,  providing,  and  carrying  out  and 
working  the  same,  and  by  preparing  the  same  for  building,  letting  on  building  or 
other  lease  or  agreement,  advancing  money  to,  or  entering  into  contracts  with  build- 
ers, tenants,  and  others,  clearing,  draining,  fencing,  planting,  cultivating,  building, 
improving,  farming,  and  irrigating,  and  by  the  establishment  of  dwellings  and 
conveniences  for  workmen  employed  by  the  company  and  others. 

(h)  To  receive  money  on  deposit  or  otherwise,  and  generally  to  lend  money,  and 
either  with  or  without  security,  and  in  particular  to  customers  and  others  having 
dealings  with  this  company,  and  to  any  company  in  which  this  company  is  or  may 
be  interested,  and  to  guarantee  the  performance  of  contracts  or  engagements  of  any 
company  or  individual,  and  in  particular  to  guarantee  the  payment  of  any  principal 
or  other  moneys  or  interest  which  may  become  payable  under  or  in  respect  of 
debentures  or  debenture  stock  or  other  obligations  of  any  other  company,  or  the 
dividends  on  or  moneys  payable  in  a  winding  up  in  respect  of  shares  of  any  other 
company,  and  generally  to  undertake  obligations  of  every  kind  and  description  upon 
such  terms  and  conditions  as  may  be  considered  desirable  in  the  interests  of  the 
company. 

(i)  To  grant  and  effect  assurances  of  every  kind  against  loss  or  damage  to  build- 
ings, fixed  and  movable  machinery,  chattels  and  effects,  and  real  and  personal 
property  of  every  kind  by  fire,  storm,  or  accident,  or  against  loss  or  damage  incurred 
by  an  explosion  or  defect  in  any  boiler,  steam  or  other  engine,  water  or  other  pipe 
connected  with  any  machinery  or  otherwise,  or  against  liability  to  workmen  and 
others  for  accidents,  and  to  create  any  insurance  fund  which  may  be  thought 
desirable,  and  to  reinsure  or  in  any  way  provide  for  the  liability  of  the  company 
wholly  or  partially  under  any  assurance,  guarantee,  contract,  or  liability  of  the 
company,  and  to  carry  on  and  transact  every  kind  of  insurance  business  other  than 
life  insurance. 

(j)  To  purchase,  take  on  lease,  exchange,  hire,  or  otherwise  acquire  rights  or 
privileges,  patents,  licenses,  concessions,  trade-marks  and  trade  secrets  which  this 
company  may  think  convenient  or  desirable  for  the  purposes  of  its  business. 

(k)  To  pay  for  any  property  or  rights  acquired  by  the  company  wholly  or  in  part 
in  cash  or  by  the  issue  of  any  fully  or  partly  paid  shares,  stock,  debentures,  debenture 
stock,  or  obligations  of  this  company. 

(I)  To  purchase  with  a  view  to  closing  or  reselling  in  whole  or  in  part  any  business 
or  properties  which  may  be  deemed  likely  to  injure,  by  competition  or  otherwise,  any 
business  or  branch  of  business  which  the  company  is  authorized  to- carry  on. 

(m)  To  sell,  demise,  let,  exchange,  dispose  of,  or  otherwise  deal  with  the  whole 
or  any  part  of  the  undertaking,  business,  and  property  of  the  company  for  such  con- 
sideration as  may  be  thought  fit,  and  in  particular  to  accept  payment  wholly  or  in 
part  by  a  rent  or  rents,  or  in  shares  or  obligations  of  any  other  company,  and  to 
promote  and  form  any  company  intended  to  purchase  the  undertaking  or  any 
property  of  the  company,  or  to  use  anything  made  or  produced  by  the  company,  or 
which  it  may  be  considered  will  help  the  company  in  its  business  or  in  which  it  may 
be  considered  desirable  that  the  company  shall  be  interested. 

(ri)  To  subscribe  absolutely,  or  subject  to  any  condition  or  contingency,  for  or 
purchase  or  acquire  in  any  way  any  snares  or  obligations  of  any  other  company  of 
any  description. 

(o)  To  hold  all  or  any  shares  or  obligations  acquired  by  the  company,  or  to  sell  or 
reissue  them  with  or  without  guarantee,  or  to  distribute  them  or  any  other  assets  of 
this  company  in  specie  upon  a  division  of  profits  or  distribution  of  capital  among  the 
members. 
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(p)  To  take  part  in  the  management,  supervision,  and  control  of  the  business  or 
operations  of  any  company  or  undertaking,  and  for  that  purpose  to  appoint  and 
remunerate  any  directors,  trustees,  accountants,  or  other  experts  or  agents  of  such 
company  or  undertaking. 

(q)  To  borrow  and  raise  money  in  any  manner  and  on  any  terms. 

(r)  For  any  purpose  and  in  any  manner  and  form  from  time  to  time  to  mortgage 
or  charge  the  whole  or  any  part  of •  the  undertaking,  property,  and  rights  (including 
property  and  rights  to  be  subsequently  acquired)  of  the  company,  and  any  money 
uncalled  on  any  shares  of  the  capital,  original  or  increased,  of  the  company,  and 
whether  at  the  time  issued  or  created  or  not,  and  to  create,  issue,  make,  and  give 
debentures,  debenture  stock,  bonds,  and  other  obligations,  perpetual  or  otherwise, 
with  or  without  any  mortgage  or  charge  on  all  or  any  part  of  such  undertaking, 
property,  rights,  and  uncalled  money. 

(s)  To  confer  upon  any  encumbrancer  or  trustee  for  any  encumbrancer  of  uncalled 
capital  such  powers  of  making  and  enforcing  calls  as  may  be  thought  fit. 

(t)  To  make,  draw,  accept,  indorse,  and  negotiate,  respectively,  promissory  notes, 
bills  of  exchange,  cheques,  and  other  negotiable  instruments. 

(u)  To  remunerate  any  person  or  company  for  services  rendered  or  to  be  rendered 
in  placing  or  assisting  to  place  or  guaranteeing  the  placing  of  any  of  the  shares  of 
this  company's  capital,  or  any  debentures,  debenture  stock,  or  other  obligations  of 
this  company,  or  in  or  about  the  promotion  of  this  company,  or  the  conduct  of  its 
business,  or  in  placing  or  assisting  to  place  or  guaranteeing  the  placing  of  any  of  the 
shares,  debentures,  debenture  stock,  or  other  obligations  issued  by  any  other  com- 
pany in  which  this  company  is  or  may  be  interested,  and  to  pay  the  costs  and 
expenses  of  and  incidental  to  the  registration  and  formation  of  this  company,  or  of 
any  such  other  company  or  of  or  incidental  to  the  winding  up  of  any  company,  the 
whole  or  part  of  the  property  whereof  is  acquired  by  this  company,  or  in  which  this 
company  is  or  may  be  interested,  or  of  or  incidental  to  procuring  or  obtaining  a 
settlement  or  quotation  upon  any  stock  exchange  of  any  such  shares  or  obligations. 

(r)  To  establish  and  support  or  aid  in  the  establishment  and  support  of  churches, 
chapels,  and  schools,  and  of  associations,  institutions,  funds,  trusts,  and  clubs  calcu- 
lated to  benefit  employees  and  ex-employees  of  this  company  or  the  dependents  or 
connections  of  such  persons,  and  to  grant  pensions  and  allowances,  and  make  pay- 
ments towards  insurance,  and  to  subscribe  and  guarantee  money  for  religious,  char- 
itable, or  benevolent  purposes  or  objects,  or  for  any  exhibition,  or  for  any  public, 
general,  or  useful  purpose  or  object. 

( //•)  To  carry  on  any  business  or  branch  of  a  business  which  this  company  is 
authorised  to  carry  on  by  means  or  through  the  agency  of  any  subsidiary  company  or 
companies,  and  to  enter  into  any  arrangement  with  any  such  subsidiary  company 
for  taking  the  profits  and  bearing  the  losses  of  any  business  or  branch  so  carried  on, 
or  for  financing  any  such  subsidiary  company  or  guaranteeing  its  liabilities,  or  to 
make  any  other  arrangement  which  may  seem  desirable  with  reference  to  any  busi- 
ness or  branch  so  carried  on,  including  power  at  any  time,  and  either  temporarily 
or  permanently,  to  close  any  such  business  or  branch,  and  to  act  as  managers  of  or 
to  appoint  directors  or  managers  of  any  such  subsidiary  company. 

(x)  To  enter  into  any  partnership  or  into  any  arrangements  for  sharing  profits, 
union  of  interest,  cooperation,  joint  adventure,  reciprocal  concession,  or  otherwise 
with  any  person  or  company  carrying  on  or  engaged  in  or  about  to  carry  on  or 
engage  in  any  business  or  transaction  which,  this  company  is  authorized  to  carry  on 
or  to  engage  in,  or  any  business  or  transaction  capable  of  being  conducted  so  as 
directly  or  indirectly  to  benefit  this  company. 

(y)  To  amalgamate  with  any  other  company  whose  objects  are  or  include  objects 
similar  to  those  or  some  of  those  of  this  company,  whether  by  sale  or  purchase  of 
the  undertaking,  subject  to  the  liabilities  of  this  or  any  such  other  company  with  or 
without  winding  up,  or  by  sale  or  purchase  of  all  the  shares,  stock,  or  securities  of 
this  or  sudi  other  company  as  aforesaid,  or  by  partnership  or  any  arrangement  of  the 
nature  of  partnership,  or  in  any  other  manner. 

(2)  To  procure  the  company  to  be  constituted  or  incorporated,  registered,  or  other- 
wise legally  recognised  in  any  colony  or  foreign  country  as  may  be  found  expedient, 
and  to  do  all  acts  and  things  to  empower  the  company  to  carry  on  its  business  in  any 
part  of  the  world. 

(aa)  To  apply  to  any  government,  parliamentary,  local,  or  foreign  legislature,  or 
any  other  authority,  for  or  enter  into  any  arrangements  with  any  governments  or 
authorities,  or  otherwise  acquire  or  obtain  any  orders,  licenses,  acts  of  Parliament, 
rights,  powers,  concessi<  ms.  and  pri  vi leges  that  may  seem  conducive  to  the  company's 
objects  or  any  of  them,  and  hold  and  dispose  of  the  same,  or  to  oppose  the  granting 
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of  any  arrangement,  order,  license,  act  of  Parliament,  right,  power,  concession,  or 
privilege  to  any  other  person  or  body,  or  to  apply  for  an  act  of  Parliament  or  order 
for  winding  up  or  dissolving  the  company  and  reincorporating  its  members,  or  for 
effecting  any  modification  in  the  company's  constitution. 

(bb)  To  carry  out  and  do  all  or  any  of  the  foregoing  objects  and  things  in  any  part 
of  the  world,  and  as  principals  or  agents,  and  by  or  through  trustees  or  agents  or 
otherwise,  and  either  alone  or  jointly  with  any  other  company,  association,  firm,  or 
person. 

(cc)  To  do  all  such  other  things  as  are  incidental  or  conducive  to  the  attainment 
of  the  foregoing  objects  or  any  of  them. 

And  it  is  hereby  declared  that  the  word  "company"  in  this  clause,  except  where 
used  in  reference  to  this  company,  shall  be  deemed  to  include  any  partnership  or  other 
body  of  persons,  whether  corporate  or  unincorporate,  and  whether  domicile  1  in  the 
United  Kingdom  or  elsewhere,  and  that  the  objects  specified  in  the  different  para- 
graphs of  this  clause  shall,  except  where  otherwise  expressed  in  such  paragraphs,  be 
in  no  wise  limited  by  reference  to  or  inference  from  any  other  paragraph,  or  the 
name  of  the  company,  but  may  be  carried  out  in  as  full  and  ample  a  manner  and 
shall  be  construed  in  as  wide  a  sense  as  if  each  of  the  said  paragraphs  defined  the 
objects  of  a  separate,  distinct,  and  independent  company.  Provided  that  nothing 
in  this  memorandum  contained  shall  authorize  the  company  to  carry  on  the  business 
of  life  assurance. 

4.  The  liability  of  the  members  is  limited. 

5.  The  capital  of  the  company  is  £6,000,000,  divided  into  6,000,000  shares  of  £1 
each.     The  company  shall  have  power  to  increase  the  said  capital,  and  to  issue  any 
shares  of  the  original  or  any  new  ( apital  with  any  preference  or  priority  with  regard 
to  dividend,  distribution  of  assets  or  otherwise,  over  or  ranking  equally  with  any 
other  shares,  whether  at  the  time  issued  or  created  or  not,  and  whether  preference, 
ordinary,  or  other  shares,  or  as  deferred  shares,  and  with  or  without  a  right  to  the 
whole  or  any  part  of  the  surplus  assets  after  repayment  of  paid-up  capital,  and  with 
a  special  or  without  any  right  of  voting,  and  to  alter  the  articles  of  association  for 
the  purpose  of  giving  effect  to  any  preference,  priority,  or  right,  or  special  conditions 
as  to  right  of  voting,  or  for  effecting  any  alteration  or  abandonment  of  any  rights  or 
privileges  at  any  time  attached  to  any  class  of  shares  as  well  as  in  any  other  way 
authorised  by  statute,  and  upon  the  subdivision  of  a  share  the  right  to  participate 
in  profits  may  be  apportioned  in  any  manner  as  between  the  several  shares  resulting 
from  such,  subdivision.     Provided  always  that  no  right  to  any  fixed  preferential 
dividend  or  to  any  preference  with  regard  to  repayment  of  capital  attached  to  any 
class  of  shares  for  the  time  being  issued  shall  be  taken  away  or  altered  otherwise 
than  in  the  manner  mentioned  in  the  articles  of  association  registered  herewith. 


APPENDIX  IV5. 

BLEACHERS'  COMBINATION.— AGREEMENT  FOR  PURCHASE  OF 

BUSINESS. 

An  agreement  made  the day  of 1900  between (hereinafter 

called  " the  vendors ")  of  the  part and (herein- 
after called  ' '  the  trustee  " )  on  behalf  of  the  association  below  mentioned  of  the - 

part. 

Whereas  a  company  (hereinafter  referred  to  as  "the  association")  is  about  to  be 
formed  under  the  companies  acts  1862  to  1898  for  the  purpose  amongst  other  things 
of  amalgamating  various  firms  and  companies  carrying  on  the  business  of  bleachers 
and  kindred  trades 

And  whereas  the  name  and  capitalisation  of  the  association  and  various  other 
details  connected  with  the  amalgamation  are  to  be  settled  by  a  committee  to  be 
formed  and  constituted  as  hereinafter  mentioned. 

Now  it  is  hereby  agreed  as  follows: 

1.  The  vendors  will  sell  and  the  association  will  purchase  as  from  the  31st  day  of 
March,  1900,  the  assets  hereunder  specified  belonging  to  or  employed  by  the  vendors 
in  connection  with  or  in  the  business  carried  on  by  them  under  the  style  or  firm  of 
namely: 

(a)  The  lands  buildings  water  rights  and  other  hereditaments  and  fixed  and  loose 
plant  and  machinery  of  every  description  with  their  equipment  not  being  extra  plant 
or  extra  land  as  hereinafter  defined  (all  hereinafter  included  in  the  term  "works"). 
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(ft)  The  bowls  fallers  and  other  like  articles  if  any  kept  in  stock  and  not  immedi- 
ately required  for  the  proper  equipment  of  the  machinery  (hereinafter  referred  to  as 
"extra  plant"  ). 

(c)  The  land  and  buildings  if  any  belonging  to  the  vendors  in  connection  with  the 
said  business  but  not  required  for  the  proper  working  thereof  (hereinafter  referred  to 
as  "extra  land" ). 

(d)  The  goodwill  trade  marks  stamps  and  patents  (all  hereinafter  included  in  the 
term  "goodwill"). 

(e)  The  stock  in  trade  raw  materials  stores  and  other  like  goods  (all  hereinafter 
included  in  the  term  "stock-in-trade'M. 

(/)  The  book  debts  and  bills  receivable  (all  hereinafter  included  in  the  term 
"book  debts"). 

2.  For  the  purpose  of  ascertaining  the  purchase  price  to  be  paid  by  the  association 
for  the  above-mentioned  assets  the  following  things  shall  be  done  namely: 

(a)  The  works  and  extra  plant  and  extra  land  if  any  shall  be  valued  by  Messrs. 

—  as  a  going  concern  and  as  between  a  willing  seller  and  a  willing  buyer 

and  in  making  such  valuation  Messrs. shall  ascertain  the  values  of  the 

works  and  of  the  extra  plant  and  extra  land  if  any  separately  and  if  any  question 
shall  arise  as  to  what  is  extra  plant  or  extra  land  it  shall  be  settled  conclusively  by 
them. 

(b)  The  yearly  profits  of  the  business  taken  on  the  average  hereinafter  mentioned 
shall  be  ascertained  by chartered  accountant. 

3.  The  purchase  price  shall  then  be  fixed  either  on  a  profit  basis  or  on  a  valuation 
basis  as  hereinafter  mentioned. 

4.  On  a  profit  basis  the  purchase  price  will  be  fifteen  times  the  yearly  profits  of  the 
business  ascertained  as  hereinafter  mentioned    This  price  is  fixed  on  the  assumption 
that  the  works  are  held  in  fee  simple  or  for  a  leasehold  term  of  which  at  least  eighty 
years  shall  be  unexpired  on  the  day  as  from  which  the  sale  is  to  take  effect  and  that 
the  normal  amount  of  book  debts  and  stock  in  trade  will  be  included  in  the  sale    If 
the  works  are  not  held  in  fee  simple  or  for  such  a  leasehold  term  as  aforesaid  a  fair 
deduction  from  the  purchase  price  which  would  otherwise  be  payable  shall  be  made 
in  respect  thereof    And  if  on  the  day  as  from  which  the  sale  is  to  take  effect  the  book 
debts  (and  or)  stock  in  trade  shall  be  less  than  the  normal  amount  the  price  to  be 
paid  on  the  profit  basis  shall  be  reduced  by  the  amount  of  the  deficient  book  debts 
(and  or)  the  value  of  the  deficient  stock  in  trade. 

5.  On  a  valuation  basis  the  purchase  price  will  be  the  aggregate  of  the  following 
it.  ms  namely: 

(a)  The  amount  of  the  valuation  of  the  works. 

(f>)  The  value  ascertained  as  hereinafter  mentioned  of  the  stock  in  trade  included 
in  the  sale  up  to  but  not  exceeding  the  normal  amount. 

(<•)  The  amount  of  the  book  debts  included  in  the  sale  up  to  but  not  exceeding  the 
normal  amount. 

('/)  A  sum  for  goodwill  equal  to  eight  times  the  balance  of  the  yearly  profits  of 
the  business  ascertained  as  hereinafter  mentioned  after  deducting  therefrom  interest 
at  the  rate  of  4J  per  cent  per  annum  on  the  amount  of  the  valuation  of  the  works 
ami  on  the  normal  amount  of  book  debts  and  on  the  value  ascertained  as  hereinafter 
mentioned  of  the  normal  amount  of  stock  in  trade. 

Subject  nevertheless  to  the  following  limitations  namely  that  the  total  amount 
payable  under  the  preceding  provisions  of  this  clause  must  not  exceed  the  sum  upon 
which  the  yearly  profits  of  the  business  ascertained  as  hereinafter  mentioned  will 
yield  4J  per  cent. 

6.  If  any  extra  plant  or  extra  land  or  any  book  debts  or  stock  in  trade  in  excess  of 
the  normal  amount  shall  lie  included  in  the  sale  the  vendors  whether  the  sale  is 
made  on  a  profit  or  on  a  valuation  basis  shall  in  addition  to  the  purchase  price 
hereinbefore  mentioned  be  entitled  to  receive  from  the  association  (a)  the  value 
ascertained  as  hereinbefore  mentioned  of  the  extra  plant  and  extra  land  if  any  (b)  the 
amount   if  any  by  which  the  book  debts  included  in  the  sale  exceed  the  normal 
amount  and  ('<•)  the  value  ascertained  as  hereinafter  mentioned  of  any  stock  in  trade 
inehnled  in  the  sale  over  and  above  the  normal  amount. 

7.  For  the  purposes  of  this  agreement  the  normal  amount  of  book  debts  shall  be 
taken  to  be  one-twelfth  of  the  average  annual  sales  in  the  business  and  the  normal 

amount  of  stock  in  trade  shall  be  such  an  amount  as  the  said may 

determine  to  l>e  required  for  the  proper  conduct  of  the  business. 

8.  The  yearly  profits  of  the  business  shall  be  ascertained  on  the  average  of  the  five 

years  ending  on  the  day  cf  the  last  balance  sheet  taken  prior  to  the or 

as  near  thereto  as  may  be  practicable  unless  for  any  special  reason  the  said 

shall  think  that  such  average  would  not  be  fair  to  the  vendors  in  which  latter 
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case  the  profits  may  be  ascertained  or  estimated  on  any  other  average  or  in  any  other 
manner  which  the  said  — may  think  fair. 

9.  In  ascertaining  profits  for  the  purposes  of  this  agreement  all  rents  paid  for 
works  and  all  expenses  of  repairs  and  maintenance  and  such  further  sums  if  any  as 
(having  regard  to  the  amounts  expended  on  repairs  and  maintenance)  may  properly 
be  chargeable  for  depreciation  together  with  a  fair  allowance  for  management  shall 
be  deducted  from  the  gross  profits  but  no  deduction  shall  be  made  for  interest  on 
capital  employed  in  the  business  or  on  money  borrowed  from  bankers  or  others  or 
for  fees  salaries  or  commissions  to  partners  or  directors  and  no  interest  or  income 
arising  from  money  lying  to  the  credit  of  the  vendors  with  their  bankers  or  on  loans 
or  investments  nor  any  rents  or  profits  arising  from  extra  land  shall  be  included  in 
the  account  of  profits. 

10.  The  vendors  shall  make  out  as  on  the  day  from  which  the  sale  is  to  take  effect 
lists  of  the  stock  in  trade  and  book  debts  included  in  the  sale  and  shall  guarantee 
the  accuracy  thereof  but  the  association  or  any  person  or  persons  appointed  by  them 
for  that  purpose  shall  be  at  liberty  to  check  the  accuracy  of  the  said  lists  in  any  way 
they  or  he  may  think  fit  and  if  any  error  shall  be  found  therein  it  shall  be  rectified 
The  vendors  shall  guarantee  that  the  book  debts  sold  shall  in  the  aggregate  produce 
the  amount  at  which  they  are  stated  in  the  list  thereof  so  made  and  unless  they  shall 
within  the  period  of  one  year  from  the  day  as  from  which  the  sale  is  to  take  effect 
produce  that  amount  the  vendors  shall  if  so  required  by  the  association  pay  to  the 
association  a  sum  sufficient  to  make  good  the  deficiency  and  shall  thereupon  be 
entitled  to  the  uncollected  book  debts  aforesaid. 

11.  For  the  purposes  of  this  agreement  the  value  of  stock  in  trade  shall  be  such  a 

sum  as  the  said may  fix  to  be  the  fair  value  thereof  and  in  fixing  such 

value  work  done  on  goods  in  process  shall  be  taken  at  cost  price. 

12.  The  said  — may  with  regard  to  all  or  any  of  the  matters  which  are 

by  the  terms  of  this  agreement  to  be  decided  by  or  referred  to  him  consult  such 
experts  and  obtain  such  other  assistance  as  he  may  think  desirable. 

13.  The  amount  of  the  purchase  money  payable  hereunder  according  to  the  basis 
of  purchase  ultimately  adopted  whichever  it  may  be  shall  be  determined  conclusively 
by  the  said  —  —  who  shall  have  full  power  to  settle  all  incidental  questions 
arising  thereon  and  whose  decision  on  all  points  shall  be  final  and  for  the  purpose  of 
enabling  the  said  —  —  to  give  a  certificate  and  to  determine  the  matters 
hereby  referred  to  him  the  vendors  shall  produce  to  him  all  their  books  vouchers 
and  other  documents  and  give  him  all  other  information  which  he  may  require  and 
if  the  accounts  and  balance  sheets  of  the  various  vendor  firms  shall  be  found  to  have 
been  taken  and  made  out  in  the  past  on  different  bases  he  may  make  any  additions 
and  deductions  which  he  in  his  discretion  shall  think  necessary  or  proper  in  order 
to  make  the  accounts  of  the  various  vendor  firms  conform  to  one  common  principle 
and  where  in  consequence  of  additions  having  been  made  to  works  during  the  period 
over  which  the  average  of  profits  is  taken  or  of  any  other  special  circumstances  the 
profits  actually  earned  or  made  during  that  period  do  not  in  the  opinion  of  the  said 

—  represent  the  fair  average  profits  of  the  works  as  they  stand  on  the  day 
as  from  which  the  sale  is  to  take  effect  he  may  make  any  addition  to  or  deduction 
from  the  profits  actually  earned  or  made  which  r.  >er  the  circumstances  of  the  par- 
ticular case  he  may  think  fair  and  any  sum  so  added  or  deducted  shall  be  brought 
into  account  in  determining  the  average  yearly  profit  for  the  purposes  of  this 
agreement. 

14.  The  vendors  shall  before  the  31st  day  of  March  1900  or  within  such  extended 
period  if  any  as  the  committee  hereinafter  mentioned  may  think  fit  to  allow  give 

notice  in  writing  to  the  said  — whether  the  vendors  elect  to  sell  on  a  profit 

basis  or  on  a  valuation  basis  and  in  default  of  their  doing  so  they  shall  be  deemed  to 
have  elected  to  sell  on  a  profit  basis  and  the  sale  shall  be  made  on  the  basis  which 
the  vendors  so  elect  or  are  to  be  deemed  under  this  clause  to  have  elected. 

15.  The  purchase  price  shall  be  paid  or  satisfied  as  follows  namely: — one-third  of 
the  purchase  price  exclusive  of  any  amount  which  under  the  provision  in  that  behalf 
hereinbefore  contained  may  be  payable  for  extra  plant  or  extra  land  or  for  book 
debts  or  stock  in  trade  in  excess  of  the  normal  amount  shall  be  satisfied  in  fully  paid 
shares  (and  or)  debenture  stock  of  the  association  of  classes  and  in  proportions  cor- 
responding to  the  classes  and  proportions  of  and  in  which  the  association's  first  issue 
of  shares  (and  or)  debenture  stock  shall  be  made  and  the  remaining  two-thirds 
thereof  and  the  whole  amount  (if  any)  which  under  the  provision  aforesaid  may  be 
payable  for  extra  plant  or  extra  land  or  for  book  debts  or  stock  in  trade  in  excess  of 
the  normal  amount  shall  be  paid  in  cash  subject  nevertheless  to  the  provisions  here- 
inafter contained  with  regard  thereto. 
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16.  The  name  and  capitalisation  of  the  association  and  the  form  of  its  memorandum 
and  articles  of  association  and  the  classes  into  which  its  share  capital  (and  or)  deben- 
ture stock  shall  be  divided  and  the  rate  of  interest  to  be  allowed  on  and  other  terms 
and  conditions  of  or  affecting  any  such  debenture  stock  and  the  amount  of  the  asso- 
ciation's first  issue  of  share  capital  (and  or)  debenture  stock  shall  be  determined  by 
the  committee  hereinafter  mentioned. 

17.  The  committee  hereinbefore  referred  to  (which  is  hereinafter  referred  to  as 
"tin-  committee")  shall  be  formed  and  constituted  as  follows  namely: 

(a)  The  first  members  of  the  committee  shall  be: 

(b)  The  committee  shall  have  power  from  time  to  time  to  add  to  their  number  as 
they  shall  think  fit  and  to  fill  up  any  vacancies  which  may  occur  in  their  body  but 
the  members  for  the  time  being  may  continue  to  act  notwithstanding  any  vacancy 
in  their  body. 

(c)  No  member  of  the  committee  shall  be  entitled  to  retire  without  the  consent  of 
a  majority  of  the  committee  but  shall  be  entitled  to  retire  with  such  consent. 

(d)  The  provisions  contained  in  Table  A  in  the  first  schedule  to  the  companies 
act  1862  with  regard  to  proceedings  of  directors  shall  apply  mutatis  mutandis  to 
proceedings  of  the  committee. 

18.  If  any  of  the  association's  first  issue  of  shares  (and  or)  debenture  stock,  which 
may  be  offered  for  public  subscription  shall  not  be  fully  subscribed  for  by  the  public 
on  the  terms  of  the  prospectus  by  which  the  same  shall  be  offered  then  the  vendors 
shall  be  bound  if  required  to  accept  an  allotment  on  the  terms  as  to  price  and  other- 
wise mentioned  in  such  prospectus  of  further  shares  (and  or)  debenture  stock  of  the 
association  of  any  class  so  offered  to  an  amount  not  exceeding  in  the  aggregate  the 
amount  of  the  cash  payable  to  them  hereunder  otherwise  than  for  interest  but  as 
between  them  and  other  vendors  similarly  bound  all  additional  shares  (and  or) 
debenture  stock  required  to  be  taken  by  virtue  of  the  contracts  contained  in  this 
and  other  similar  clauses  shall  be  distributed  as  nearly  as  may  be  rateably  between 
such  vendors  in  proportion  to  the  amounts  of   their  respective  purchase  moneys 
Provided  that  no  vendor  under  this  or  any  other  contract  who  has  taken  up  shares 
(and  or)  debenture  stock  in  excess  of  the  shares  (and  or)  debenture  stock  which 
a]  art  from  this  clause  and  other  similar  clauses  inserted  in  other  contracts  he  is  bound 
to  accept  in  payment  of  purchase  money  shall  be  bound  under  this  clause  or  under 
any  such  other  similar  clause  as  aforesaid  to  accept  an  allotment  of  any  further  shares 
(and  or)  debenture  stock  without  bringing  the  additional  shares  (and  or)  debenture 
stock  so  taken  up  by  him  into  account  and  receiving  credit  therefor  in  the  same  man- 
ner as  if  they  had  been  part  of  the  shares  (and  or)  debenture  stock  which  vendors 
may  be  required  to  take  under  this  clause  and  the  other  similar  clauses  aforesaid  and 
had  been  taken  thereunder  by  the  particular  vendor  in  question.     For  the  purposes 
of  this  clause  shares  (and  or)  debenture  stock  taken  up  by  shareholders  debenture 
holders  or  debenture  stockholders  of  any  vendor  company  shall  be  treated  as  taken 
by  such  vendor  company  And  any  question  which  may  arise  as  to  such  apportion- 
ment shall  be  decided  conclusively  by  the  said who  shall  have  full 

power  to  deal  as  he  thinks  fit  with  any  difficulties  and  to  make  an  estimate  of  any 
purchase  money  which  may  not  have  been  finally  ascertained  and  make  the  appor- 
tionment on  the  basis  of  the  estimate.     The  association  may  authorize  any  person  to 
sign  and  send  in  to  the  association  in  the  name  and  on  behalf  of  the  vendors  an  appli- 
cation or  applications  on  the  form  or  forms  referred  to  in  the  said  prospectus  for  any 
shares  (and  or)  debenture  stock  which  the  vendors  are  by  the  terms  of  this  clause 
required  to  accept  an  allotment  of  and  may  allot  the  shares  (and  or)  debenture  stock 
to  the  vendors  on  such  application  or  applications  and  the  association  may  also 
authorise  any  bank  or  other  person  or  corporation  to  pay  on  behalf  of  the  vendors 
any  moneys  payable  on  application  or  subsequently  according  to  the  terms  of  the  said 
prospectus  in  respect  of  any  shares  (and  or)  debenture  stock  applied  for  by  or  on 
behalf  of  the  vendors  under  this  clause  and  may  in  that  case  arrange  that  the  moneys 
so  paid  together  with  interest  thereon  at  a  rate  to  be  agreed  between  the  association 
and  the  lender  shall  be  repaid  to  the  bank  or  other  person  or  corporation  advancing 
the  same  out  of  the  purchase  consideration  payable  to  the  vendors  hereunder  and 
shall  in  the  meantime  be  charged  upon  any  snares  (and  or)  debenture  stock  applied 
for  and  allotted  under  this  clause  and  that  until  such  repayment  the  scrip  for  such 
shares  (and  or)  debenture  stock  shall  be  retained  by  the  bank  or  other  person  or 
corporation  so  advancing  the  money. 

19.  If  when  the  prospectus  of  the  association  is  issued  it  shall  be  found  that  the 
amount  of  the  purchase  consideration  which  but  for  this  clause  and  other  similar 
clauses  inserted  in  other  contracts  would  be  payable  to  the  different  vendors  in  fully 
paid  shares  (and  or)  debenture  stock  of  any  class  thereby  offered  for  subscription  is 
more  than  one-third  of  the  association's  first  issue  of  such  shares  (and  or)  debenture 
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stock  payment  may  (to  the  extent  necessary  for  the  purpose  of  reducing  the  amount 
to  such  one-third)  be  made  in  cash  instead  of  in  such  shares  (and  or)  debenture 
stock  but  in  that  case  any  necessary  readjustment  shall  be  made  between  the  differ- 
ent vendors  rateably  and  any  question  which  may  arise  with  reference  thereto  shall 
be  settled  conclusively  by  the  said . 

20.  The  association  shall  take  over  all  ordinary  trade  contracts  and  engagements 
current  in  the  business  on  the  day  as  from  which  the  sale  is  to  take  effect  including 
all  contracts  as  to  the  employment  of  managers  foremen  and  workmen  and  the 
vendors  shall  use  their  best  endeavours  to  induce  their  managers  foremen  and  work- 
men to  retain  under  the  association  or  their  assigns  the  positions  which  they  at 
present  hold  under  the  vendors. 

21.  Save  as  mentioned  in  the  last  preceding  clause  the  vendors  shall  pay  and 
discharge  all  their  debts  and  liabilities  in  connection  with  the  business  existing  on 
the  day  as  from  which  the  sale  is  to  take  effect  and  shall  indemnify  the  association 
against  all  proceedings  claims  and  demands  in  respect  thereof. 

22.  The  possession  of  the  premises  sold  shall  be  retained  by  the  vendors  up  to 
completion  and  in  the  meantime  they  shall  carry  on  the  business  in  the  same 
manner  as  heretofore  so  as  to  maintain  the  same  as  a  going  concern  and  shall  keep 
correct  accounts  and  shall  as  from  the  day  from  which  the  sale  is  to  take  effect  be 
deemed  to  have  been  and  to  be  carrying  on  such  business  on  behalf  of  the  association 
who  shall  as  from  that  day  be  entitled  to  the  profits  and  bear  the  losses  thereof  and 
the  vendors  shall  account  and  be  indemnified  accordingly. 

23.  The  vendors  shall  be  entitled  to  interest  at  the  rate  of  4  per  cent  per  annum 
on  so  much  of  the  purchase  consideration  as  for  the  time  being  remains  unpaid  or 
unsatisfied  from  the  day  as  from  which  the  sale  is  to  take  effect  down  to  in  the  case 
of  cash  the  date  of  payment  and  in  the  case  of  shares  or  debenture  stock  the  date  as 
from  which  such  shares  or  debenture  stock  will  rank  for  dividend  or  carry  interest 
and  the  association  shall  pay  or  account  to  the  vendors  for  such  interest  on  comple- 
tion.    All  shares  (and  or)  debenture  stock  issued  hereunder  in  part  satisfaction  of 
purchase  money  shall  be  treated  as  having  been  paid  up  on  and  shall  rank  for  divi- 
dend and  carry  interest  as  from  the  date  if  any  fixed  for  that  purpose  by  the  asso- 
ciation's articles  of  association  in  the  case  of  shares  or  by  the  trust  deed  for  securing 
the  debenture  stock  in  the  case  of  debenture  stock  or  if  in  either  case  no  date  is  so 
fixed  then  from  the  date  when  the  association  is  incorporated.     The  association 
may  if  it  pleases  pay  in  advance  any  part  of  the  purchase  money  which  is  payable  in 
cash  and  such  anticipated  payment  shall  stop  further  interest  from  running  on  the 
purchase  money  so  paid  in  advance. 

24.  The  vendors  shall  make  out  a  good  holding  title  to  the  land  buildings  and 
hereditaments  hereby  agreed  to  be  sold  but  the  association  shall  be  bound  to  accept 
any  conveyance  on  sale  dated  twelve  years  or  more  before  the  date  of  this  agreement 
as  a  sufficient  root  of  title  and  if  any  dispute  shall  arise  as  to  whether  a  good  holding 
title  has  been  made  out  to  any  lands  buildings  or  hereditaments  in  accordance  with 
this  clause  it  shall  be  referred  to  Mr. or  failing  him  to  some  other  coun- 
sel to  be  agreed  upon  by  the  parties  or  to  be  nominated  in  case  of  dispute  by 

—  and  the  decision  of  the  said or  such  other  counsel  as  aforesaid 

shall  be  final. 

25.  The  vendors  shall  deliver  to  the  solicitors  of  the  association  a  complete  abstract 
of  their  title  to  the  said  land  buildings  and  hereditaments  as  soon  as  this  agreement 
has  been  adopted  by  the  association. 

26.  The  said  premises  are  sold  free  from  incumbrances  but  subject  to  all  rents  if 
any  taken  into  account  in  ascertaining  profits  or  fixing  the  purchase  price  and  any 
small  quit  rents  or  other  payments  of  a  like  nature  (not  exceeding  in  the  case  of  any 
such  rent  or  payment  £1  per  annum)   affecting  the  same  whether  so  taken  into 
account  or  not  and  subject  also  to  all  exceptions  of  mines  and  minerals  and  to  all 
rights  of  way  light  or  other  easements  and  all  restrictive  or  other  covenants  (if  any) 
to  which  the  premises  are  now  subject  and  to  all  existing  leases  and  tenancies  and 
agreements  therefor. 

27.  The  purchase  shall  be  completed  on  some  day  (not  being  later  than  the  31st 
day  of  December  1900)  and  at  some  place  to  be  fixed  by  the  association  when  pos- 
session shall  as  far  as  practicable  be  given  to  the  association  and  the  consideration 
aforesaid  shall  be  paid  and  satisfied  in  accordance  with  the  terms  of  this  agreement 
and  thereupon  the  vendors  and  all  other  necessary  parties  if  any  shall  execute  and 
dp  all  such  assurances  and  things  for  vesting  the  said  premises  in  the  association  and 
giving  to  it  the  full  benefit  of  this  agreement  as  shall  be  reasonably  required. 

28.  Each  of  the  —  —  shall  on  completion  of  the  purchase  covenant  with 
the  association  that  he  will  not  during  a  period  of  twenty  years  from  the  date  of  the 
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incorporation  of  the  association  either  solely  or  jointly  with  or  as  manager  or  agent 
for  or  as  a  director  or  other  officer  or  servant  of  any  other  person  or  persons  or  com- 
pany directly  or  indirectly  carry  on  or  be  engaged  or  concerned  or  interested  in  the 
trade  or  business  of  a  bleacher  or  permit  or  suffer  his  name  to  be  used  in  connection 
with  any  such  business  in  the  United  Kingdom  provided  that  such  covenant  shall 
not  restrict  or  prevent  the  covenantor  from  acquiring  or  holding  shares  in  or  stock  or 
securities  of  any  company  carrying  on  or  engaged  or  concerned  or  interested  in  such 
trade  or  business  or  from  acting  as  a  director  officer  servant  or  agent  of  or  for  the 
association  or  any  other  company  or  corporation  which  may  for  the  time  being  be 
controlled  by  the  association  or  in  which  the  association  may  for  the  time  being  be 
interested. 

29.  The  vendors  shall  not  be  entitled  to  inquire  as  to  the  amount  of  purchase  money 
payable  to  any  other  person  or  company  whose  business  or  property  is  being  acquired 
by  the  association  nor  as  to  the  means  by  which  their  own  purchase  money  or  the 
purchase  money  payable  to  any  such  other  person  or  company  has  been  arrived  at 
and  the  committee  or  the  association  may  vary  the  terms  of  purchase  in  individual 
cases  in  any  way  they  may  think  desirable  and  may  sanction  or  make  any  special 
bargains  they  may  think  fit  either  with  vendors  (whether  siich  vendors  shall  be 
members  of  the  committee  or  not)  or  with  their  directors  managers  or  servants  and 
particularly  may  sanction  or  make  purchases  wholly  for  cash  and  may  sanction  or 
make  purchases  of  all  or  any  part  of  the  share  capital  of  any  company  instead  of  pur- 
chasing the  business  of  such  company  outright. 

30.  The  association  shall  on  completion  enter  into  a  contract  with  the  said 

to  employ  (them  him)  as  (managers  manager)  of  the  business  or  businesses 

hereby  agreed  to  be  sold  or  in  some  other  or  additional  capacity  approved  by  (them 
him)  for  a  period  of  —      —  years  from  the  date  as  from  which  the  sale  is  to  take 
effect  and  to  remunerate  (them  him)  either  by  way  of  salary  or  commission  on  profits 
or  both  or  in  any  other  way  which  may  be  arranged  but  so  that  (their  joint  his) 

remuneration  shall  not  be  less  in  the  aggregate  than  £ a  year.     And  in  all  other 

respects  the  terms  of  the  contract  shall  be  such  as  may  be  agreed  upon  between  the 
association  and  the  (parties  party)  to  be  so  employed  or  as  failing  agreement  may  be 
settled  by  arbitration  under  the  provision  in  that  behalf  hereinafter  contained. 

31.  Unless  before  the  31st  day  of  May  1900  the  committee  either  by  resolution  in 
favour  of  which  at  least  three-fourths  of  their  body  shall  vote  or  by  writing  signed 
by  at  least  that  proportion  of  their  body  shall  resolve  or  declare  that  the  proposed 
amalgamation  of  bleachers  ought  to  proceed  either  or  any  of  the  parties  hereto  may 
by  notice  in  writing  to  the  other  or  others  of  them  rescind  this  agreement    But  no 
rescission  under  this  clause  shall  affect  any  guarantee  of  initial  expenses  given  under 
the  provision  in  that  behalf  hereinafter  contained  or  any  provision  hereinafter  con- 
tained with  reference  to  any  initial  expenses  so  guaranteed. 

32.  In  order  to  meet  the  initial  expenses  which  will  be  incurred  whether  the  pro- 
posed amalgamation  is  ultimately  carried  out  or  not  the  vendors  shall  contempo- 
raneously with  the  execution  hereof  guarantee  or  procure  some  other  responsible 
person  or  persons  to  guarantee  payment  to  the  extent  hereinafter  mentioned  of  a 
separate  account  to  be  opened  by  such  person  and  with  such  bank  as  shall  be  selected 
by  the  committee  and  to  be  drawn  upon  from  time  to  time  for  payment  of  such 
expenses    The  maximum  amount  for  which  the  vendors  or  other  person  or  persons 
aforesaid  may  l>e  made  liable  under  such  guarantee  shall  be  fixed  by  arrangement 
between  the  vendors  and  the  committee  and  within  the  limits  HO  fixed  the  guarantors 
or  guarantor  and  not  the  person  or  persons  by  whom  or  in  whose  name  or  names 
the  account  shall   be  opened   shall   De  primarily  liable  for  the  payment  of  any 
moneys  drawn  on  such  account  and  applied  in  payment  of  expenses  connected  with 
the  present  scheme. 

33.  In  case  the  proposed  amalgamation  is  ultimately  carried  out  it  is  intended  that 
the  preliminary  expenses  of  the  association  of  every  description  up  to  and  including 
allotment   (including  the  initial  expenses  hereinbefore  mentioned  and   including 
accountants'  and  solicitors'  charges  and  brokerage  but  excluding  costs  of  conveyance 
and  examination  of  title  and  stamps)  shall  be  discharged  out  of  a  fund  to  be  provided 
for  that  purpose  by  vendors  to  the  association  and  paid  over  to  the  committee  or  such 
person  or  persons  a*  they  may  appoint  to  receive  the  same    The  contribution  to 

such  fund  to  IK>  made  by  the  vendors  hereunder  shall  be  a  sum  of  cash  equal  to ' 

per  cent  on  the  total  purchase  price  (exclusive  of  interest)  payable  to  them  here- 
under whether  in  cash  shares  or  debenture  stock  and  the  association  shall  on  behalf 
of  the  vendors  pay  such  contribution  to  the  committee  or  such  person  or  persons  as 

1  [2  per  cent  in  contract  for  lump  sum.] 
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they  may  appoint  to  receive  the  same  out  of  the  first  moneys  becoming  payable  to 
the  vendors  under  this  agreement  and  such  payment  shall  operate  to  discharge  the 
association  from  an  equivalent  portion  of  the  purchase  consideration. 

34.  The  mode  in  which  the  fund  formed  as  mentioned  above  is  applied  in  dis- 
charging the  said  preliminary  expenses  shall  be  entirely  in  the  discretion  of  the 
committee  or  of  any  person  or  persons  whom  the  committee  may  appoint  to  admin- 
ister the  fund  under  the  power  in  that  behalf  hereby  conferred    The  committee 
may  appoint  any  person  or  persons  they  may  think  fit  to  receive  (and  or)  administer 
the  fund  and  shall  in  that  case  be  absolved  from  all  further  liability  in  respect 
thereof    If  the  fund  shall  ultimately  prove  more  than  sufficient  to  provide  for  the 
said  preliminary  expenses  the  surplus  shall  be  distributed  between  the  contributors 
of  the  fund  rateably  in  proportion  to  their  contributions    But  any  statement  of  the 
committee  or  other  the  person  or  persons  by  whom  the  fund  shall  be  administered 
as  to  whether  or  no  there  is  any  surplus  or  as  to  the  amount  of  the  surplus  if  any  or 
the  share  of  any  contributor  therein  shall  be  conclusive  and  shall  not  be  called  in 
question  on  any  ground  whatever  and  under  no  circumstances  shall  any  contributor 
be  entitled  to  any  account  of  the  fund  or  of  the  application  thereof. 

35.  The  charges  of  the  accountant  and  solicitors  employed  in  the  amalgamation  for 
work  done  by  them  up  to  allotment  shall  be  fixed  by  arrangement  between  them 
and  the  committee  and  the  committee  shall  have  complete  discretion  with  regard 
thereto  and  may  if  they  think  fit  make  the  terms  of  payment  depend  wholly  or  par- 
tially upon  results. 

36.  If  any  dispute  or  question  for  the  determination  of  which  no  other  special 
mode  is  hereinbefore  provided  shall  arise  touching  these  presents  or  the  construction 
thereof  or  the  rights  duties  or  liabilities  of  any  party  thereunder  the  same  shall  be 
referred  to  the  said  —  —  as  sole  arbitrator. 

37.  If  the  said  —  —  shall  die  or  become  incapable  or  be  unwilling  to  act 
in  the  manner  contemplated  by  the  last  preceding  clause  hereof  or  by  any  other 
clause  hereof  in  which  his  name  occurs  some  other  person  to  be  appointed  tor  that 

purpose  by  the  committee  shall  be  substituted  for  the  said and  shall 

in  that  case  have  all  the  powers  conferred  by  this  agreement  upon  the  said  

38.  It  is  intended  that  this  agreement  shall  be  adopted  by  the  association  after  its 
incorporation  and  a  form  of  agreement  between  the  several  parties  hereto  and  the 
association  which  may  be  used  for  that  purpose  is  set  out  at  the  foot  hereof  and  the 
parties  hereto  other  than  the  trustee  hereby  authorise  the  trustee  to  execute  or  siyn 
such  adopting  agreement  on  their  behalf  either  in  his  name  or  in  theirs  and  the  said 
agreement  when  so  executed  or  signed  shall  be  binding  on  the  said  parties  respec- 
tively in  the  same  manner  as  if  it  had  been  executed  or  signed  by  them  personally. 

39.  Upon  the  adoption  of  this  agreement  by  the  association  in  such  manner  as  to 
render  the  same  binding  on  the  association  the  trustee  shall  be  discharged  from  all 
liability  hereunder. 

40.  If  this  agreement  shall  not  be  adopted  by  the  association  in  manner  aforesaid 
before  the  30th  day  of  June  next  any  of  the  parties  hereto  may  by  notice  in  writing 
to  the  others  or  other  of  them  rescind  this  agreement. 

41.  The  association  shall  cause  a  proper  contract  or  proper  contracts  to  be  filed 
with  the  registrar  of  joint  stock  companies  before  any  shares  to  be  issued  hereunder 
as  fully  paid  are  allotted. 

In  witness  whereof  the  parties  hereto  have  hereunto  set  their  hands  or  seals  the 
day  and  year  first  above  written. 

An  agreement  made  the day  of between  the  before-named 

-  (hereinafter  called  "the  vendors")  of  the  -    -  part  the  before-named 
of  the part  and —  (hereinafter  called  "the  associa- 


tion") of  the part. 

1.  The  association  hereby  adopts  the  before-written  agreement  and  the  association 
and  the  parties  to  the  before-written  agreement  other  than  the  trustee  will  respec- 
tively carry  out  and  do  everything  which  according  to  the  terms  of  the  said  agree- 
ment they  ought  to  carry  out  and  do. 

2.  The  trustee  is  hereby  discharged  from  all  liability  under  the  said  agreement. 
In  witness 
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APPENDIX  IV.  c. 

BLEACHERS'    COMBINATION.— AGREEMENT     FOR    PURCHASE     OF 
BUSINESS  FOR  A  LUMP  SUM. 

[Same  as  iv  6,  except  as  below.] 

An  agreement  made  the day  of 1900  between (hereinafter 

called  "the  vendors")  of  the part and (herein- 
after called  "the  trustee")  on  behalf  of  the  association  below  mentioned  of  the 
part. 

Whereas  a  company  (hereinafter  referred  to  as  "the  association")  is  about  to  be 
formed  under  the  companies  acts  1862  to  1898  for  the  purpose  amongst  other  things 
of  amalgamating  various  firms  and  companies  carrying  on  the  business  of  bleachers 
and  kindred  trades 

And  whereas  the  name  and  capitalisation  of  the  association  and  various  other  de- 
tails connected  with  the  amalgamation  are  to  be  settled  by  a  committee  to  be  formed 
and  constituted  as  hereinafter  mentioned. 

Now  it  is  hereby  agreed  as  follows: 

1.  The  vendors  will  sell  and  the  association  will  purchase  as  from  the day  of 

and  at  the  price  of  £ the  good  will  of  the  business  carried  on  by  the 

vendors  under  the  style  or  firm  of and  all  the  lands  buildings  and  here- 
ditaments of  which  short  particulars  are  given  in  the  first  schedule  hereto  and  all 
other  if  any  the  lands  buildings  water  rights  hereditaments  fixed  and  loose  plant  and 
machinery  trade  mark  stamps  patents  stock-in-trade  raw  materials  stores  book  debts 
bills  receivable  and  other  assets  and  credits  of  every  description  belonging  to  or 
employed  by  the  vendors  in  connection  with  or  in  the  said  business  at  the  close  of 
that  day  other  than  and  except  the  various  items  mentioned  in  the  second  schedule 
hereto. 

2.  The  vendors  guarantee  (a)  that  the  book  debts  and  bills  receivable  included  in 

the  sale  shall  in  the  aggregate  amount  to  at  least  £ and  shall  actually  produce 

that  sum  at  the  least  within  the  period  of  one  year  from  the  day  as  from  which  the 
sale  is  to  take  effect  and  (b)  that  the  value  ascertained  as  hereinafter  mentioned  of 
the  stock-in-trade  raw  materials  stores  and  other  like  goods  included  in  the  sale  shall 
be  at  least  £ . 

3.  If  within  one  year  from  the  day  as  from  which  the  sale  is  to  take  effect  the  book 
debts  and  bills  receivable  included  therein  shall  not  have  produced  the  minimum 
amount  which  they  are  hereby  guaranteed  to  produce  the  vendors  shall  if  so  required 
by  the  association  pay  to  the  association  a  sum  sufficient  to  make  good  the  deficiency 
and  shall  thereupon  be  entitled  to  the  uncollected  book  debts  and  bills  aforesaid. 

4  is  identical  with  11  and  12  of  preceding  agreement. 

5.  With  a  view  to  the  preparation  of  the  prospectus  of  the  association  the  lands 
buildings  water  rights  and  hereditaments  and  fixed  and  loose  plant  and  machinery 

included  in  the  sale  shall  be  valued  by  Messrs. as  a  going  concern  and 

as  between  a  willing  seller  and  a  willing  buyer  and  the  yearly  profits  of  the  business 
on  the  average  of  the  5  years  ending  on  the  day  as  from  which  the  sale  is  to  take  effect 

or  such  other  period  as  the  said may  fix  shall  be  ascertained  by  the 

said and  the  vendors  shall  give  all  facilities  for  that  purpose. 

6.  The  lands  and  buildings  of  which  short  particulars  are  given  in  the  first  schedule 
hereto  are  sold  for  the  estate  and  interest  mentioned  in  that  schedule  and  the  other 
lands  and  hereditaments  if  any  included  in  the  sale  are  sold  for  such  estate  and  inter- 
est as  the  vendors  may  have  therein. 

7.  The  purchase  price  shall  be  paid  or  satisfied  as  follows  namely: — One-third  of 
the  purchase  price  shall  be  satisfied  in  fully-paid  shares  (and  or)  debenture  stock  of 
the  association  of  classes  and  in  proportions  corresponding  to  the  classes  and  propor- 
tions of  and  in  which  the  association's  first  issue  of  shares  (and  or)  debenture  stock 
shall  be  made  and  the  remaining  two-thirds  thereof  shall  be  paid  in  cash  subject 
nevertheless  to  the  provisions  hereinafter  contained  with  regard  thereto. 

8  to  17,  inclusive,  are  identical  with  16  to  25  of  preceding  agreement. 

18.  The  said  premises  are  sold  free  from  incumbrances  but  subject  to  all  rents  if 
any  mentioned  in  the  first  schedule  hereto  and  any  small  quit  rents  or  other  pay- 
ments of  a  like  nature  (not  exceeding  in  the  case  of  any  such  rent  or  payment  £1 
per  annum)  affecting  the  same  whether  so  mentioned  or  not  and  subject  also  to  all 
exceptions  of  mines  and  minerals  and  to  all  rights  of  way  light  or  other  easements 
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and  all  restrictive  or  other  covenants  (if  any)  to  which  the  premises  are  now  subject 
and  to  all  existing  leases  and  tenancies  and  agreements  therefor. 

19  to  33,  inclusive,  are  identical  with  27  to  41  of  preceding  agreement,  except  as 
noted. 

THE    FIRST   SCHEDULE    ABOVE    REFERRED   TO 

Containing  short  particulars  of  the  lands  and  buildings  included  in  the  sale  and  of 
the  estate  and  interest  which  is  sold  therein. 


THE   SECOND    SCHEDULE    ABOVE   REFERRED   TO 

Containing  particulars  of  the  items  excepted  from  the  sale. 
An  agreement  made  the day  of between  the  before-named 


(hereinafter  called    "the  vendors")    of   the part   the    before-named 

—  (hereinafter  called  "the  trustee")  of  the part  and (here- 
inafter called  "the  association")  of  the part. 

1  and  2  are  identical  with  1  and  2  of  preceding  agreement. 
In  witness 


APPENDIX  V. 

FORM     ADOPTED     FOR     ESTIMATING     GOOD    WILL    IN    ANOTHER 
ENGLISH    COMBINATION. 

4.  For  the  purpose  of  fixing  the  sum  to  be  added  or  deducted  in  respect  of  good 
will  the  average  net  yearly  profit  or  loss  at  which  the  said  business  has  been  worked 
during  the  five  years  immediately  preceding  the  day  of  the  last  balance  sheet  taken 
in  the  business  where  the  business  has  been  carried  on  so  long  or  from  the  com- 
mencement of  the  business  up  to  the  day  of  such  last  balance  sheet  where  the  busi- 
ness has  not  been  carried  on  so  long  shall  be  ascertained  as  follows  namely:  The  net 
profit  or  loss  shall  be  arrived  at  by  deducting  from  the  gross  profits  (a)  all  working 
expenses  including  chief  or  other  rents  payable  in  respect  of  works  together  with  a 
fair  allowance  for  depreciation  and  management  and  (6)  interest  at  the  rate  of  5  per 
cent  per  annum  on  the  value  of  the  works  ascertained  as  mentioned  above.  And 
the  balance  or  deficiency  of  gross  profits  remaining  after  making  such  deductions 
shall  represent  for  the  purposes  of  this  agreement  the  net  profit  or  loss  at  which  the 
business  has  been  carried  on.  And  the  amount  to  be  added  or  deducted  in  respect 
of  good  will  shall  be  5  times  the  amount  of  the  average  net  yearly  profit  or  loss  as 
thus  ascertained  the  amount  being  added  in  the  case  of  a  profit  and  deducted  in  the 
case  of  a  loss. 


CHAPTER  III. 
FRANCE. 

EXTENT  OF  COMBINATION  MOVEMENT — LATE  DEVELOPMENT. 

The  movement  toward  industrial  combination  does  not  seem  to  have  extended  so 
far  in  France  as  in  the  other  leading  industrial  countries  of  Europe.  The  movement 
is  nevertheless  distinctly  noticeable  there,  and  in  one  or  two  lines  combinations  are 
as  complete  and  as  effective  as  in  any  country.  There  seems  also  to  be,  during  the 
last  few  years,  a  decided  increase  in  this  tendency.  The  backwardness  of  the  move- 
ment has  probably  been  due,  first,  to  the  fact  that  France  is  not  yet  so  important  a 
factor  in  international  trade  as  is  either  England  or  Germany,  and,  second,  to  arti- 
cles 419  and  420  of  the  criminal  code  of  France,  which  forbid  combination  for  the 
purpose  of  raising  prices  by  fraudulent  means,  and  which  make  such  an  offense 
criminal  and  punishable  by  imprisonment.  Though  the  combinations  already 
formed  seem  to  have  found  it  possible  to  arrange  their  business  fairly  well,  so  as  to 
avoid  any  breach  of  the  law,  while  at  the  same  time  accomplishing  their  purpose  of 
controlling  with  a  considerable  degree  of  completeness  the  output  and  indirectly  the 
prices,  nevertheless  the  fear  of  this  law  has  doubtless  made  many  combinations  much 
more  secret  in  their  work  than  they  otherwise  would  have  been,  and  it  has  in  all 
probability  checked  somewhat  their  development. 

PUBLIC  SENTIMENT. 

There  does  not  seem  to  be  any  very  pronounced  public  sentiment  on  the  subject 
of  combinations,  although  there  can  be  little  doubt  that  certain  classes  of  the  popu- 
lation, particularly  the  Radicals  and  those  inclined  to  make  trouble  for  the  existing 
Government,  are  beginning  more  and  more  to  realize  that  the  combinations  may 
have  important  social  effects,  and,  possibly,  that  they  may  serve  as  a  political  cry 
of  much  importance.  During  the  last  year  or  two  one  01  the  most  important  of 
French  newspapers,  Le  Temps,  had  an  extended  and  thorough  series  of  studies  on 
this  subject,1  in  which  the  combinations  in  France,  and  to  a  certain  extent  those 
in  foreign  countries  also,  have  been  carefully  considered.  Two  or  three  books  treat- 
ing the  matter  in  part  from  the  legal,  in  part  from  the  industrial  side,  have  also 
apjK-ared,  although  these  books  to  a  considerable  extent  deal  with  conditions  also  in 
foreign  countries. 

As  will  appear  later,  some  efforts  have  been  made  to  get  these  combinations  before 
the  courts  in  the  hope  of  having  them  declared  illegal,  but  so  far  no  case  of  impor- 
tance has  been  made  out  clearly  enough  so  that  the  Government  prosecutor  has  felt 
compelled  to  push  the  matter.  Beyond  question  the  Government  wishes  to  avoid 
extreme  agitation  on  any  such  subject;  and  it  is  not  likery,  therefore,  to  take  up  an 
active  prosecution  of  any  of  the  combinations  unless  the  case  is  a  perfectly  clear  one. 
If  laU>r  on  the  Radicals,  for  they  seem  to  be  the  party  most  inclined  in  that  direc- 
tion, should  be  able  to  lay  enough  evidence  before  the  public  to  convince  them  that 
the  combinations  are  doing  a  positive  injury  to  the  country,  the  Government  would 
doubtless  become  somewhat  more  active  in  making  its  investigations.  There  have 
been  already  made  on  the  part  of  the  Government  inquiries  along  this  line,  but 
nothing  really  positive  has  been  learned.  At  any  rate,  nothing  positive  has  been 
published. 

1  Since  published  in  book  form. 
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REASONS  FOR  COMBINATION. 

The  reasons  for  combination  in  France  appear  to  be  the  same  as  elsewhere.  The 
pressure  of  competition,  forcing  prices  down  to  an  unremunerative  figure,  and  the 
consequent  desirability  of  making  what  economies  can  be  made  through  conducting 
business  on  a  large  scale,  avoiding  cross  freights,  and  so  on,  seem  to  be  the  most 
important  reasons.  Owing,  however,  to  the  secrecy  already  mentioned,  it  is  difficult 
to  find  out  much  that  is  definite  with  reference  to  most  of  the  combinations.  In 
fact,  several  of  those  that  are  probably  the  most  efficient  apparently  consist  merely 
of  "understandings"  among  the  different  producers,  with  no  formal  contract  in 
writing,  and  with  no  possibility  of  a  legal  enforcement  of  the  agreements  which 
have  been  entered  into.  This  is  certainly  true  in  one  or  two  cases.  The  pressure 
from  competition  has  doubtless  been  felt  in  France  much  as  in  any  of  the  other  com- 
peting countries  in  most  lines  of  business.  The  desire  also  on  the  part  of  the 
employers  to  be  in  a  somewhat  stronger  position  as  regards  their  employees  has 
possibly  in  some  instances  had  its  effect;  but  this  does  not  seem  to  have  been 
nearly  so  prominent  in  France  as  in  England,  or  at  times  even  perhaps  in  the  United 
States,  and  the  combinations  that  have  proved,  on  the  whole,  most  effective  in 
France  are  of  such  a  form,  unless  they  are  single  corporations,  that  they  leave  to  the 
individual  establishments  practically  the  entire  power  of  directing  their  own  affairs, 
so  that  this  element  scarcely  appears. 

Mr.  Skinner,  United  States  consul  at  Marseilles,  calls  attention  to  the  fact  that  the 
industries  of  France  are  largely  specialties,  depending  often  for  success  upon  a  trade- 
mark or  a  family  name  of  long  standing.  Such  industries  can  not  well  be  combined, 
of  course.  Again,  there  have  grown  up  in  many  localities  some  specialty  made  by 
many  of  the  inhabitants,  e.  g.,  Roquefort  cheese.  In  such  cases  it  is  not  unusual 
to  have  the  different  makers  combine,  as  indeed  has  been  done  to  a  great  extent 
by  the  cheese  makers  of  Roquefort. 

FORMS  OF  COMBINATION. 

As  has  been  already  intimated,  a  very  large  proportion  of  the  combinations  in 
France  are  merely  local,  and  consist  of  understandings  or  agreements  more  or  less 
formal  regarding  output,  division  of  territory,  and  so  on,  in  merely  one  locality. 

In  some  instances,  however,  these  combinations  have  become  national  in  scope, 
taking  in  all  of  the  important  manufacturers  in  the  one  special  line  of  industry  in  the 
country.  Perhaps  the  most  important  examples  of  this  kind  are  the  combinations 
among  sugar  refiners  and  petroleum  refiners,  which  include  practically  all  the 
producers  of  first  rank  in  the  country,  and  in  one  case  at  least  have  contracts  with 
foreigners.  According  to  the  statement  made  by  some  of  the  Government  officials 
on  the  basis  of  reports  which  had  come  to  the  department,  these  combinations  are 
mainly  agreements  regarding  the  division  of  territory  and  extent  of  output. 

Some  of  the  agreements,  especially  those  in  the  iron  manufacture  and  in  the  petro- 
leum trade,  seem  to  have  something  also  of  an  international  significance,  although, 
as  was  said  before,  France  along  these  lines  plays  relatively  so  small  a  part  in  inter- 
national trade  that  she  need  hardly  be  mentioned  in  this  connection.  In  the  especial 
lines  in  which  France  is  powerful,  not  to  say  dominant,  in  the  foreign  trade  it  has 
not  been  possible  to  find  that  there  is  any  industrial  combination  of  note,  largely, 
doubtless,  because  of  the  nature  of  the  industries.  It  is  difficult  to  make  effective 
combinations  in  industries  which  cater  to  personal  taste  and  in  which  the  product  is 
not  made  in  uniform  shape  in  large  quantities. 

Practically  all  of  the  combinations  that  exert  any  powerful  influence  upon  the 
market  are  in  the  nature  of  what  used  to  be  called  in  the  United  States  "  pools"  or 
"agreements"  concerning  output  and  prices,  accompanied  in  the  most  important 
cases  by  a  central  selling  bureau  which  allots  to  each  one  of  the  constituent  members 
its  due  proportion  of  the  output  and  then  acts  as  the  agent  for  all  in  selling  the  goods. 

A  somewhat  more  detailed  description  of  two  or  three  of  the  more  important  com- 
binations will  perhaps  serve  to  illustrate  best  the  form: 

(a)  The  sugar  combination. — There  seems  to  be  a  general  belief  that  the  combina- 
tion among  the  sugar  refiners  is  a  very  complete  one,  controlling  both  output  and 
prices.  The  consul  at  Marseilles  reports1  that  the  refiners  operate  through  a  pool 
which  fixes  prices.  He  also  says  that  the  output  of  each  refinery  is  restricted  in  pro- 
portion to  its  producing  capacity,  and  that  the  export  trade  also  is  proportionately 
divided.  According  to  the  best  information  obtainable,  however,  this  is  probably 
not  entirely  accurate,  though  in  the  main  it  is  right  in  substance.  The  evidence 
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seems  to  be  absolutely  beyond  question  that  on  the  exchange  in  Paris  the  leading 
refiners  at  times  do  appear  as  competitors  in  buying  and  selling,  and  that  their 
prices,  at  any  rate,  are  not  always  the  same. 

Much  more  important,  however,  is  the  direct  word  of  one  of  the  leading  members 
of  the  combination,  a  man  whose  word  would  seem  to  be  in  all  respects  beyond 
question.  He  makes  the  following  statements  regarding  it: 

The  number  of  sugar  refineries  of  importance  in  France  is  very  few,  perhaps  not 
more  than  6  or  7  in  all.  These  are  mainly  in  Paris,  although  there  are  one  or  two 
more  in  other  places  in  the  northern  part  of  France  and  in  Marseilles.  These  refiners 
come  together  from  time  to  time  at  irregular  intervals  to  talk  over  the  sugar  situa- 
tion. They  know  one  another  and  have  confidence  in  one  another's  integrity.  At 
such  meetings  the  general  condition  of  the  business  is  discussed,  but  the  decisions 
reached  are  limited  to  diminishing  or  increasing  the  production.  There  has  been  a 
general  agreement  among  them  as  to  the  normal  output  of  each  refinery;  and  a  cer- 
tain normal  output  being  taken  as  the  basis,  they  at  times,  probably  with  some  regu- 
larity, make  an  agreement  that  the  production  for  the  following  month,  or  other 
specific  period  agreed  upon,  shall  be  lessened  or  increased  a  certain  percentage — 10 
per  cent,  20  per  cent,  or  whatever  figure  seems  desirable  to  meet  best  the  needs  of 
the  market. 

Although  no  formal  agreement  seems  to  exist  regarding  the  division  of  territory, 
it  is,  of  course,  true  that,  owing  to  their  situation  and  the  importance  of  freight  on 
sugar  as  an  element  in  fixing  prices,  the  refineries  have  to  a  considerable  extent  their 
natural  market.  It  seems  probable  also  that,  inasmuch  as  their  agreements  are  quite 
frequently  made  regarding  output,  there  is  more  or  less  of  an  understanding  not  to 
attempt  to  secure  customers  one  from  the  other.  This  last  feature,  however,  was  not 
stated  by  the  director  in  question. 

He  did,  however,  say  distinctly  and  repeatedly  that  there  were  no  agreements 
whatever  regarding  prices,  and  that  the  question  of  a  uniform  price  was  never  men- 
tioned at  these  meetings.  An  agreementof  that  kind,  he  said,  would  be,  in  his  judg- 
ment, illegal,  and  they  all  wished  to  keep  within  the  law.  So  far  as  he  knew  they 
did  all  keep  within  the  law.  These  agreements  that  were  made  regarding  output 
were  never  put  into  writing,  and  every  member  to  the  agreement  was,  of  course,  at 
liberty,  so  far  as  any  forfeit  was  concerned,  to  keep  it  or  violate  it  as  he  pleased.  It 
was  clearly  his  belief,  however,  that,  owing  to  the  fact  that  the  members  were  few 
and  knew  one  another  well,  these  agreements  regarding  output  were  faithfully  lived 
up  to. 

While  there  is  no  reason  whatever  to  question  the  accuracy  of  this  statement 
regarding  the  form  and  extent  of  the  agreements  that  are  made,  anyone  will  recog- 
nixe  the  fact  that  the  basis  of  making  an  agreement  limiting  or  fixing  the  output 
from  month  to  month  must  be  market  conditions.  If,  owing  to  a  large  output, 
prices  have  been  lowered  by  competition  among  the  different  members  to  an  unprofit- 
able rate,  an  agreement  that  the  output  during  a'  succeeding  period  should  be 
decreased  by  10  or  20  percent  would  imply  clearly  that  this  lessening  of  the  out- 
put would  afford  an  opportunity  for  prices  to  be  raised  or  maintained.  While, 
therefore,  the  different  refiners  might  compete  somewhat  with  one  another  in  the 
selling  market,  and  might  never  have  any  formal  agreement  regarding  prices,  they, 
of  course,  by  their  other  agreements  are  strictly  limiting  the  character  of  their  price 
competition  and  are  influencing  to  a  very  great  extent,  if  not  controlling  completely, 
the  prices  to  the  consumers.  The  nature  of  the  agreement,  and  the  implications  that 
arc  connected  with  it,  seem  to  show  clearly  the  effect  of  the  French  law  and  the  way 
of  doing  business  in  this  particular  industry. 

It  is  noteworthy  that  no  question  regarding  wages,  or  method  of  manufacture,  or 
•  >t her  incidental  matters  of  that  kind,  which  must  inevitably  come  up  in  the  case  of 
a  d«>se  consolidation,  are  ever  entered  into  at  these  meetings  where  the  amount  of  the 
output  is  determined. 

(b)  Tin'  jii-tr<>li'iii,i  i-iiiiitiiiKitimi. — The  coalition  of  the  petroleum  refineries  in  France 
dates  back  to  about  the  year  1888.  It  was  originally  formed  by  the  three  principal 
refiners  of  Paris,  namely,  Fenaille  it  I>espaux,  Desmarais  f  re  res.  and  Deutsch  &  see 
fils.  These  refiners  formed  themselves  into  a  syndicate  in  order  to  monopolize  the 
French  petroleum  industry  and  to  control  the  market  for  refined  petroleum  by 
preventing  the  importation  of  the  American  article  in  a  refined  state. 

By  virtue  of  the  protective  customs  duty  on  crude  petroleum  in  France,  which 
gives  the  French  refiners  a  benefit  of  7  francs  i  si. 35)  per  100  kilograms  iL'L'D  pounds ) 
upon  the  refined  article,  their  syndicate  enjoys  a  monopoly  which  yields  them  great 
profits. 

Once  united  the  3  firms  named  set  about  completing  the  syndicate  by  taking  in 
other  refiners  of  northern  and  southern  France,  about  10  in  all.  The  importance 
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of  a  syndicate  was  demonstrated  to  the  outside  refiners.  The  conditions  were  stipu- 
lated and  a  uniform  price  established,  to  be  maintained  or  modified  at  the  weekly 
meetings  of  the  members  of  the  original  syndicate,  in  Paris,  who  also  put  a  limit  to 
the  production  of  each  refinery.  Each  firm  forming  a  part  of  the  syndicate  agreed 
not  to  sell  under  the  prices  fixed  upon.  The  result  was  that  all  the  smaller  refiners, 
appreciating  the  advantages  of  the  monopoly,  enrolled  themselves,  and  the  trust  was 
put  on  a  firm  footing. 

The  syndicate  then  entered  into  a  contract  with  the  Standard  Oil  Company  of  the 
United  States  by  which  it  purchases  a  large  proportion  of  its  crude  petroleum,  all  of 
its  American  imports,  from  it,  and  it  is  said  that  the  Standard  agreed  to  deliver  oil 
to  no  other  person,  firm,  or  syndicate  in  France.  Statements  have  also  been  made 
that  the  Standard  Oil  Company  in  reality  owns  the  French  company;  but  officials 
of  the  Standard  in  the  United  States  say  that,  aside  from  the  agreements  mentioned 
above,  their  only  interest  is  a  payment  regularly  received  as  a  consideration  for  run- 
ning in  harmony  two  refineries  which  they  built  in  France  some  years  ago,  before 
this  combination  was  made. 

A  contract  was  also  made  with  the  house  of  Andre  &  Co. ,  which  had  the  monopoly 
of  the  sale  in  France  of  Russian  petroleum.  The  firm  ceded  its  monopoly  to  the 
syndicate  on  condition  that  it  would  take  a  certain  quantity  of  petroleum  per 
annum.  An  agreement  satisfactory  to  the  Standard  Oil  Company  was  entered  into, 
and  the  importation  of  Russian  petroleum  was  likewise  controlled. 

From  this  moment  a  long  series  of  prosperous  business  years  were  enjoyed,  and 
are  still  enjoyed,  by  the  trust,  which  fixed  its  own  prices  and  crushed  out  all  other 
importers.  Indeed,  the  great  prosperity  of  the  petroleum  trust  has  tempted  a 
number  of  capitalists  to  break  it,  or  endeavor  to  compete  with  it,  but  the  impossi- 
bility of  importing  petroleum  from  either  the  United  States  or  Russia  has  made 
competition  impossible,  and  the  trust  still  prospers  in  spite  of  several  attacks  made 
upon  it  by  members  of  the  Parliament. 

(c)  The  iron  combination  (Le  Comploir  Metallurgique  de  Longtvy). — The  combina- 
tions in  the  iron  industry  have  been  much  more  complete  in  their  form  and  presum- 
ably much  more  effective  in  their  entire  methods  of  procedure  than  the  loose 
combinations  mentioned.  The  combination  now  known  as  the  Comptoir  Metallur- 
gique  de  Longwy  dates  back  to  the  1st  of  January,  1877.  \Vhen  it  was  first  organized 
it  included  some  4  companies,  and  other  companies  have  joined  from  time  to  time. 
In  all,  25  companies  have  joined,  but  many  of  these  have  been  consolidated,  and  at 
the  date  of  the  last  available  report,  on  the  1st  of  August,  1900, ]  11  were  included  in 
the  companies  named.  A  complete  translation  of  the  articles  of  association  and 
by-laws  [statute]  is  given  in  the  appendix,  but  the  leading  provisions  regarding  the 
form  of  the  organization,  its  object  and  aim,  should  be  mentioned  here. 

In  the  first  article  it  is  stated  that  nothing  contrary  to  the  laws  of  France  is  to  be 
undertaken  by  the  company,  although  many  people  have  been  inclined  to  think 
that  the  organization  is  contrary  to  article  419  of  the  penal  code  already  mentioned. 
It  is  further  stated  that  since  each  company  can  sell  abroad  at  its  pleasure,  and  con- 
sume in  its  own  work  whatever  of  its  product  it  wishes,  there  is  no  monopoly;  but 
these  statements  of  course,  in  themselves,  are  not  enough  to  show  that  there  is  not 
practically  a  monopoly  to  a  sufficient  extent  to  affect  materially  the  price  in  the 
general  market.  It  is  true,  beyond  question,  however,  that  the  bureau  does  not 
control  the  entire  French  production,  although,  as  will  appear  later,  it  probably 
does  control  enough  to  affect  the  general  price.  The  purposes  of  the  bureau  are 
stated  as  follows: 

(1)  To  endeavor  to  prevent  the  importation  of  pig  iron,  especially  that  of  English 
production. 

(2)  To  do  away  with  intermediaries,  to  lessen  the  number  of  agents — 'in  short,  to 
reduce  the  general  expenses  of  sale. 

(3)  To  study  possible  improvements  which  can  be  made  in  the  production  of  pig 
iron  and  in  transportation  tariffs. 

(4)  To  come  to  an  agreement  with  respect  to  the  purchase  of  fuel,  so  as  to  lessen 
the  net  cost. 

(5)  To  take  into  consideration  economic  questions,  to  find  out  all  means  tending 
toward  cheapening  of  products  for  the  development  and  prosperity  of  the  Lorraine 
works,  and  for  increasing  the  welfare  of  the  working  population. 

The  various  companies  entering  into  this  agreement  form  a  corporation  for  the 
purchase  from  its  members  and  the  resale  in  France,  the  French  colonies,  and  coun- 
tries under  the  protectorate  of  France  all  the  pig  iron  manufactured  by  them  in  the 
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territory  concerned.  The  agreement  applies  also  to  all  those  plants  which  they  may 
hereafter  build  or  purchase.  The  agreement  is  limited  to  French  territory  and  to 
the  iron  manufactured  for  sale.  Any  needed  in  their  own  establishments  for  manu- 
facturing purposes  is  left  out,  and  all  members  are  at  liberty  to  enter  the  foreign 
market. 

The  agreement  is  for  a  period  of  5  years  and  5  months,  but  provision,  of  course, 
is  made  for  its  extension.  Being  merely  a  selling  bureau,  the  company  needs  but  a 
small  capital,  78,000  francs,  on  which  regular  dividends  of  5  per  cent  are  paid.  This 
capital  is  divided  among  the  different  companies,  roughly,  according  to  their  pro- 
ductive capacity,  the  amount  which  each  one  shall  subscribe  for  being  fixed  in  the 
agreement.  No  creditor  or  claimant  of  any  of  the  separate  companies  is  to  have  any 
right  whatever  to  the  bureau  property. 

Each  company  is  represented  on  the  council  of  management  of  the  bureau,  and 
these  representatives  are  given  votes  in  proportion  to  the  share  of  each  company  in 
the  total  amount  of  pig  iron  produced  by  them  all. 

Generally  speaking,  weekly  meetings  are  held  for  the  general  conduct  of  the  busi- 
ness. In  case  any  new  business  comes  up  without  written  notice  concerning  it  hav- 
ing been  given  beforehand,  three-fourths  of  the  entire  votes  represented  must  be 
present.  With  this  sufficient  quorum,  the  decision  of  the  majority  controls  the  acts 
of  the  minority  as  well,  but  for  any  business  to  be  done  it  is  requisite  that  there  be 
a  three-eighths  vote  of  all. 

The  business  is  regularly  carried  on  by  a  managing  director,  who  may  or  may  not 
be  a  member  of  one  of  the  companies,  but  he  is,  of  course,  chosen  by  the  council  and 
represents  the  council  in  all  business  arrangements.  A  provision  is  also  made  for  a 
supervising  commissioner,  whose  business  it  is  to  keep  track  of  the  business  done, 
and  to  make  reports  independently  to  the  council,  serving  thus  to  a  certain  extent  as 
a  check  upon  the  work  of  the'  managing  director. 

In  the  contract  itself  is  fixed  the  amount  of  product  that  shall  be  assigned  to  each 
one  of  the  companies  entering  the  combination.  This  amount  depends,  of  course, 
upon  the  capacity  in  monthly  production  of  each  one  of  the  separate  establishments, 
due  allowance  being  made  for  the  various  kinds  of  pig  iron  produced  and  for  the 
number  of  furnaces  in  each  establishment.  If  to  fill  orders  most  conveniently  from 
favorably  situated  plants  in  any  one  month  a  larger  share  than  the  normal  is  allowed 
to  one  establishment,  that  is  evened  up  later  by  larger  orders  going  to  others  or  by 
the  proper  addition  or  subtraction  from  the  profits  at  the  time  of  regular  settle- 
ments. None  of  the  companies  shall  sell  in  France  or  the  French  colonies  or  coun- 
tries under  the  protectorate  of  France,  without  the  consent  of  the  bureau,  any  of 
their  main  product  or  any  of  the  minor  products.  In  case  it  does  sell  any  or  its 
products  or  does  not  respect  the  precise  differences  that  are  provided  for  regarding 
the  different  grades  of  material  sold,  the  council  shall  decide  whether  or  not  there 
is  occasion  to  deduct  the  tonnage  sold  from  the  amount  of  production  which  has 
been  assigned  to  the  producing  company.  If  new  furnaces  are  built  or  acquired  by 
any  of  the  companies,  the  productive  capacity  of  such  new  works  must  be  determined 
as  that  of  the  earlier  ones  has  been,  and  they  must  come  into  the  agreement  on  sub- 
stantially the  same  terms  as  do  the  others.  In  case  of  any  disagreement  between 
the  council  and  the  producing  company  regarding  the  productive  capacity  of  a 
furnace  or  otherwise,  an  arbitrator  is  to  be  chosen  by  the  two  parties  to  settle  the 
dispute. 

While  the  entire  available  production  for  the  home  trade  of  each  establishment  is 
to  be  placed  at  the  disposition  of  the  bureau  to  be  sold,  any  company  may  still 
refuse  to  participate  in  any  contract  by  submitting  to  a  reduction  of  its  quantum  of 
production  in  an  amount  equal  to  its  proportionate  share  in  the  contract. 

In  case  the  bureau  can  not  dispose  of  all  of  the  available  production,  the  council 
decides  upon  the  proportional  reduction  of  the  deliveries  of  each  company  to  the 
bureau.  Of  course  all  the  details  regarding  the  productive  capacity  of  the  different 
establishments  and  of  their  relations  to  the  bureau  are  fixed  in  the  regulations.  In 
onler  that  there  may  he  no  possibility  of  misunderstanding  or  complaint  on  any 
side,  the  bureau  has  the  right  to  investigate  carefully  the  records  of  production,  the 
books  of  invoices,  of  shipments,  and  so  on,  of  all  of  the  separate  companies  belonging 
to  the  bureau,  and  each  company  has  full  access  to  all  of  the  books  and  the  corre- 
spondence of  the  bureau,  though  no  company  has  the  power  to  authorize  a  stranger 
co  interfere  in  any  way  in  the  affairs  of  the  bureau. 

The  general  exj>enses  of  the  bureau  are  covered  by  a  proportionate  assessment 
upon  each  member,  and  in  order  to  provide  against  lOOBea  by  had  debts  a  fund  is 
created  by  the  reduction  of  one-half  of  1  per  cent  on  the  amount  paid  to  each  com- 
pany on  its  invoices  until  the  fund  has  reached  an  amount  of  300,000  francs.  In 
case  this  fund  is  depleted,  it  is  reestablished  again  by  the  assessment  noted. 
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Some  of  the  establishments  that  are  especially  favorably  situated  for  shipping  pur- 
poses are  allowed  on  that  account  a  somewhat  higher  price  than  the  others,  the 
intention  being  to  do  exact  justice  to  each  establishment,  so  that  each  shall  secure 
its  own  proper  share  of  all  of  the  profits,  these  profits  or  losses  being,  of  course, 
assigned  proportionally  to  each  one  of  the  establishments  in  connection  with  each 
separate  contract  of  sale  made.  Every  6  months  a  complete  inventory  of  the  assets 
and  liabilities  of  the  companies  are  made,  the  stock  being  valued  at  an  average  selling 
price,  and  at  the  end  of  this  budget  period  complete  settlements  are  made  with  each 
separate  company.  In  the  intervening  time  the  settlements  are  merely  provisional, 
although  they  are  made  as  completely  as  circumstances  will  permit. 

In  order  that  there  may  be  a  sufficient  encouragement  for  each  establishment  to 
do  the  best  work  possible  as  regards  the  quality  of  its  product,  a  provision  is  made 
that  if  a  purchaser  insists  upon  having  the  product  of  a  certain  company  and  con- 
sents to  pay  more  for  it  than  for  the  product  of  other  companies  of  the  same  class, 
this  increase  in  price  shall  revert  wholly  to  the  company  concerned  on  the  quantities 
which  shall  have  been  produced  there,  without  even  any  discount  for  general  expenses 
l>eing  made  or  for  the  accumulation  of  the  reserve  fund  just  mentioned.  On  the  other 
hand,  it  is  likewise  provided  that,  if  the  product  of  any  of  the  companies  by  reason 
of  its  bad  quality  can  not  be  sold  except  at  a  lower  price  than  that  obtained  for  the 
product  of  the  same  number  and  kinds  of  other  companies,  this  abatement  in  price 
must  be  borne  solely  by  the  producing  company.  In  order  to  avoid  all  possibility 
of  dispute,  and  particularly  of  any  appearance  before  the  court,  provision  is  made  not 
merely  for  the  settlement  of  ordinary  disputes  by  arbitration,  but  it  is  still  further 
provided  that  "the  parties  to  thir  .greement  expressly  forbid  resort  to  the  courts  and 
the  moving  of  an  appeal  from  the  arbitrated  decisions.  By  an  express  condition 
they  renounce  henceforth  the  right  to  avail  themselves  of  any  provision  of  law  con- 
trary to  the  obligations  which  they  accept  by  the  present  agreement." 

Modifications  of  the  contract  can  be  made  by  a  majority  of  five-sevenths  of  the 
votes  and  the  company  may  be  dissolved  before  the  limit  fixed  by  a  vote  of  six- 
sevenths  given  at  least  one  year  in  advance  of  the  time  of  dissolution.  Full  details 
regarding  the  division  of  the  property  are  also  provided  in  the  contract  itself. 

A  very  full  statement  of  the  form  of  organization  of  this  company  has  been  given 
because  of  the  fact  that  it  has  been  very  successful  over  a  period  of  several  years, 
has  served  as  the  model  for  other  companies,  and  it  seems  likely  that  it  will  serve  as 
the  model  for  other  organizations  in  the  future. 

In  addition  to  the  formal  conditions  laid  down  in  the  articles  of  agreement,  it  may 
be  worth  while  to  note  also  certain  private  special  regulations  not  published  that 
have  been  provided  by  the  bureau,  which  strengthen  somewhat  its  control  over  the 
market.  For  example,  offers  made  by  it  or  by  its  agents  must  be  accepted  at  once 
by  return  mail  or  they  do  not  become  binding  on  the  bureau.  While  the  bureau 
attempts,  of  course,  to  comply  as  best  it  can  with  the  desires  of  the  purchasers  of  its 
product,  it  nevertheless  is  strong  enough  so  that  it  has  very  rigid  rules  regarding  the 
points  of  delivery,  the  loading  and  unloading  of  the  product,  etc. 

It  insists  upon  the  product  being  paid  for  in  negotiable  paper  or  draft  within  30 
days  from  the  end  of  the  month  of  shipment  without  discount.  Its  regulations 
regarding  discount,  which  will  be  spoken  of  later,  are  said  to  have  modified  very 
materially  the  methods  of  doing  business  in  that  industry. 

The  bureau  sells  only  to  those  who  intend  to  use  its  product  solely  for  their  own 
consumption  in  further  manufacture,  and  they  are  not  allowed  to  reassign  it  either 
in  whole  or  in  part  without  the  consent  of  the  bureau. 

In  1891  there  was  an  agreement  made  for  a  short  time  between  the  iron  bureau  at 
Paris  and  6  producers  of  iron  which  was  to  last  for  something  over  two  years,  but  with 
the  exception  of  the  fact  that  it  was  much  more  restricted  in  its  operations,  the  gen- 
eral plan  of  organization  was  the  same  as  that  of  the  Longwy  bureau  just  described. 

( d)  La  Societe  Generate  des  Papeteries  du  Limousin. — The  paper  factories  of  Limousin l 
have  a  combination  that  is  considerably  more  centralized  than  is  that  of  the  Longwy 
bureau.  This  organization  was  formed  in  the  beginning  of  1899  by  7  factories,  but 
later  in  the  same  year  8  more  factories  came  in.  The  organization  was  made  for  a 
period  of  65  years.  The  form  is  that  of  a  corporation.  The  capital  issued  with  the 
first  organization  was  3,345,000  francs,  increased  afterwards  to  3,746,000,  and  later, 
when  the  last  mills  were  taken  in,  to  5,550,000  francs.  The  basis  of  the  capitaliza- 
tion was  intended  to  be  a  capitalization  of  10  times  the  profits,  so  that  under  normal 
circumstances  dividends  of  10  per  cent  might  perhaps  be  anticipated. 

The  manufacturers  themselves  kept  in  their  own  hands  four-fifths  of  the  stock, 
putting  only  one-fifth  on  the  market.  The  shares  are  substantial ly  $20  each  (100 
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francs),  it  being  a  result  of  French  experience  that  in  that  country  shares  of  that  size 
are  likely  to  hold  their  value  and  to  be  more  readily  sought  in  the  market  than 
larger  ones.  These  united  companies  have  about  80  per  cent  of  the  production  of 
the  Limousin  group  of  paper  factories. 

The  combination  is  managed  by  a  general  assembly  of  shareholders  who  choose  an 
administrative  council  of  not  less  than  7  or  more  than  12  members,  which  has  full 
power  in  all  details  of  management.  This  administrative  council  is  composed  of  the 
former  managers  of  the  separate  companies,  so  that  the  new  organization  gets  the 
full  benefit  of  their  experience.  Each  one  of  these  members  of  the  council  must  own 
at  least  250  shares  of  100  francs  each.  It  will  be  noted  that  this  is  a  combination 
resembling  closely  the  usual  American  one.  The  form  is  that  of  a  corporation,  but 
it  is  evidently  not  organized  for  speculative  purposes,  as  so  little  stock  was  put  on 
the  market. 

(e)  Les  syndicate  professionnels. — A  form  of  combination  frequently  found  in  France 
and  established  by  law  in  1884  for  purposes  entirely  different  seems  to  be  taking  on 
at  time."  some  of  the  characteristics  of  a  monopolistic  combination.  Under  the  law 
of  March  21,  1884,1  it  was  provided  that  professional  syndicates  among  individuals 
or  establishments  of  the  same  or  allied  professions  might  be  established  freely  for 
the  purpose  of  protecting  their  economic,  industrial,  commercial,  or  agricultural 
interest? .  So  also  these  syndicates  in  different  lines  of  industry  might  form  unions 
among  themselves  for  similar  purposes.  It  was  not  expected  that  they  would  acquire 
propertv  beyond  the  amount  that  was  necessary  for  suitable  assembly  rooms,  libraries, 
rooms  for  professional  instruction,  and  so  on.  It  was  expected  that  they  would  at 
times  establish  funds  for  mutual  aid,  for  pensions  to  employees,  for  employment 
bureaus  under  certain  circumstances,  and  that  they  would  see  particularly  what 
measures  of  legislation  might  be  considered  desirable  to  further  the  interests  of  the 
industry  in  question,  and  might  use  whatever  means  were  proper  to  secure  such  favor- 
able legislation.  Many  such  syndicates,  probably  thousands  of  them  on  a  small  scale, 
have  been  established  throughout  France,  and  in  most  cases  naturally  they  are  of  the 
nature  of  agricultural  associations,  associations  among*  industrial  and  commercial  men 
of  different  classes  for  the  special  purposes  set  forth  in  the  law. 

On  the  other  hand,  in  certain  instances  these  associations,  when  they  have  been 
among  employers  particularly  instead  of  among  employees,  and  when  the  industries 
concerned  have  been  manufacturing  industries  on  a  large  scale,  have  succeeded  in 
bringing  into  their  syndicate  practically  all  of  the  manufacturers  in  that  line  through- 
put France.  If  the  number  of  manufacturers  represented  is  comparatively  small,  it 
is  natural  that  as  they  get  together  to  consider  questions  of  common  interest,  such  as 
modifications  of  the  tariff,  regulations  of  shipping  and  freight  rates,  general  rules  for 
the  conduct  of  business  with  reference  to  their  employees,  etc.,  they  should  also  inci- 
dentally and  informally  consider  the  questions  of  the  general  condition  of  the  busi- 
ness as  affected  by  foreign  trade,  the  difficulty  of  securing  a  market,  depression  in 
business  resulting  from  too  vigorous  competition  among  themselves,  conciliation  and 
arbitration  between  the  employers  and  their  workmen,  the  work  of  women  and 
children,  provisions  to  secure  the'health  and  protection  of  workingmen,  and  similar 
questions  which  lead  to  understandings  usually  of  an  informal  nature,  which  may 
nevertheless  affect  very  materially  at  times  prices,  wages,  and  market  conditions 
generally. 

An  illustration  or  two  will  perhaps  bring  put  more  fully  the  possibilties  underlying 
such  an  organization.  One  of  the  most  important  or  these  organizations  is  the 
chambre  syndicate  des  fabricants  et  des  constructeure  de  materiel  pour  chemins  de 
fer  et  tramways  (the  syndicate  of  the  manufacturers  and  builders  of  material  for 
railways  and  tramways).  There  are  in  France  64  different  establishments  engaged 
in  manufacturing  material  of  the  kinds  mentioned.  All  of  them  belong  to  this 
syndicate.  The  different  establishments  are  grouped,  for  the  purposes  of  the  syndi- 
cate, into  4  classes,  each  of  which  is  represented  on  the  council  by  3  representatives. 
The  first  class  consists  of  the  builders  of  locomotives;  the  second,  of  the  builders 
of  freight  and  passenger  cars;  the  third,  of  the  manufacturers  of  springs,  axles,  and 
various  kinds  of  iron  and  steel  material  for  the  building  of  cars;  the  fourth,  of  the 
foundries  and  forges.  This  council  studies  questions  of  common  interest  and  pre- 
sents reports  at  the  annual  meeting  of  all  of  the  members  and  at  other  times  when- 
ever it  is  necessary.  The  council  meets  regularly  once  a  month  at  least  for  the 
carrying  on  of  its  business.  Reports  of  its  meetings  are  kept,  ami  any  of  the  mem- 
bers can  consult  these  reports.  Each  member  pays  an  admission  fee  of  200  francs 
and  an  annual  fee  of  300  francs  to  pay  the  expenses  of  the  organization. 

»Seo  translation  complctf,  Part  II,  Chap.  IV. 
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The  railways  of  France  are  all  in  the  hands  of  five  companies,  which  have  built 
them  and  which  manage  them.  As,  however,  under  the  law  these  railways  will 
after  a  period  of  years  fall  into  the  hands  of  the  State  without  further  compensation, 
it  is  natural  that  they  should  be  under  careful  Government  supervision,  and  that  the 
Government  should  have  rather  rigid  regulations  regarding  the  nature  and  quality 
of  the  material  furnished  to  the  railways.  This  in  itself  sets  a  certain  standard  of 
work  for  these  manufacturers  of  railway  material  which  enables  them  the  more 
readily  to  understand  the  nature  of  the  business  of  one  another.  These  manufac- 
turers of  railway  materials,  too,  have  practically  only  five  railway  customers;  the 
tramways  may  be  left  out  of  consideration  for  the  moment.  The  railways,  consid- 
ering their  connection  with  the  Government  and  the  fear  which  the  Government  has 
of  public  opinion,  are  practically  compelled  to  buy  most  of  their  material  in  France 
itself.  In  consequence,  the  manufacturers  of  materials,  by  acting  together,  are  able 
at  times  to  bring  considerable  pressure  to  bear  upon  the  railways,  and  at  times  they 
doubtless  secure  higher  prices  than  would  be  possible  under  other  circumstances 
where  the  railways  could  readily  secure  material  from  abroad.  In  one  compara- 
tively late  instance,  when  the  railways  did  buy  some  American  locomotives,  the 
railway  companies  and  the  Government  were  very  sharply  criticised  for  the  action. 
When  special  contracts  are  to  be  let  by  the  railways  there  is  little  question  that  the 
members  of  this  syndicate,  as  they  meet  for  purposes  of  general  interest,  also  at 
times  talk  over  informally  these  contracts  and  make  agreements  that  they  will  not 
underbid  one  another  to  any  great  extent,  but  that  the  contracts  shall  be  taken  at 
substantially  a  fixed  rate  by  one  and  be  distributed  among  the  others. 

This  tendency  of  the  industrial  syndicates  seems  to  be  on  the  increase.  In  conse- 
quence, although  formed  largely  under  the  law,  to  begin  with,  in  the  interests  of  the 
laboring  men,  to  establish  relief  bureaus  and  similar  institutions,  and  for  the  further- 
ance of  progressive  legislation,  they  now  seem  to  be  used  by  some  of  the  powerful 
manufacturers  for  purposes  quite  similar  to  those  sought  by  the  American  capital- 
istic combinations. 

A  second  syndicate  of  a  similar  kina  is  the  chambre  syndicate  des  constructeurs  de 
navires  et  de  machines  marines  (the  syndicate  of  builders  of  ships  and  of  marine 
engines) .  This  syndicate  has  12  members,  which  include  all  of  the  shipyards  and 
similar  establishments  in  France,  with  the  exception  of  one  lately  established.  It 
can  readily  be  seen  that,  when  the  members  of  the  syndicates  are  so  few  in  numbers 
and  the  marine  interests  of  the  country  are  so  largely  in  their  hands,  similar  informal 
agreements  regarding  prices,  bidding  on  contracts,  and  so  on,  would  be  much  easier. 
The  information  that  such  informal  agreements  as  a  matter  of  fact  do  exist  in  these 
professional  syndicates  comes  from  members  and  officers  of  syndicates  themselves 
and  can  not  be  doubted.  It  is  not  probable  that  such  agreements  are  of  so  firm  a 
nature  or  are  so  monopolistic  in  character  that  they  can  be  considered  violations  of 
the  penal  code  forbidding  corners  and  monopolies  (accaparement) . 

PROMOTION. 

The  combinations  in  France,  numerous  as  they  are  on  a  small  scale,  are  neverthe- 
less so  rare  in  the  form  of  a  great  corporation  that  the  promoter  and  his  methods  of 
work  are  matters  of  slight  interest — practically  of  no  interest.  The  considerations 
regarding  allotment  of  stock,  stock  watering,  and  similar  subjects  that -form  so 
important  a  part  of  the  discussion  of  this  subject  in  the  United  States  and  in  England 
have,  therefore,  practically  no  place  here.  So  far  as  any  promoter  is  needed  to 
bring  about  these  agreements,  his  pay  will  come  either  from  some  ordinary  salary  or 
fee  or  else  from  the  advantage  that  he  gets  from  the  combination  himselt.  Combi- 
nations seem  to  have  been  brought  about  largely  by  the  men  themselves  directly 
interested  without  the  aid  of  a  promoter.  Although  in  certain  instances  the  lawyer 
whose  business  it  is  to  prepare  the  agreements  in  such  a  way  that  no  law  will  be 
violated  takes  also  an  active  part  in  the  promotion  of  the  combination,  his  pay 
would  regularly  be,  under  the  circumstances,  a  fee,  and  would  be  considered  really 
as  the  reward  of  his  professional  work. 

SAVINGS. 

(a)  Freight. — The  advantages  of  the  combinations  of  the  form  found  in  France  are 
to  a  considerable  extent  the  same  as  those  found  in  the  United  States  and  in  England, 
although  in  certain  particulars  they  are  less  marked. 

To  begin  with,  there  are  no  freight  discriminations  worthy  of  note  given  by  the 
railroads  or  transportation  companies  to  the  combinations  because  they  are  large 
shippers.  On  the  other  hand,  it  is  possible  for  the  combinations  to  secure  the 
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advantages  of  filling  orders  from  the  nearest  plants.  As  has  already  been  said  in 
describing  the  form  of  organization  of  the  Comptoir  Metallurgique  de  Longwy,  it  is 
the  custom  for  pig  iron  to  be  shipped  to  consumers  from  the  plants  most  favorably 
situated,  and  in  certain  cases  the  plants  whose  situation  is  most  favorable  are  in  con- 
sequence given  by  the  comptoir  a  somewhat  higher  rate  for  their  product  than  are 
other  members  less  favorably  situated.  Not  only  in  their  articles  of  agreement  do 
they  call  attention  to  this  means  of  saving,  but  the  managing  director  and  others  in 
the  iron  business  believe  that  this  has,  as  a  matter  of  fact,  been  a  very  important 
element  in  their  success. 

(t>)  Purchase  of  supplies  and  material. — The  advantages  found  in  other  countries 
from  having  supplies  purchased  on  a  large  scale  by  a  single  person  or  bureau  repre- 
sent ing  a  number  of  manufacturers  are  found  here  also.  So  ready  a  means  of  saving 
would  not,  of  course,  be  overlooked  by  those  syndicates  whose  organization  is  so 
complete  that  purchases  can  be  made  in  this  way.  On  the  other  hand,  inasmuch  as 
most  of  the  combinations  are  of  a  very  loose  form,  the  management  of  the  separate 
establishments  being  left  largely  independent,  this  advantage  is  not  found  to  the 
same  extent  that  it  is  in  the  other  countries  mentioned. 

(c)  Costs  of  selling. — Here,  again,  the  advantage  of  saving  comes  to  only  the  syndi- 
cates most  completely  organized.     The  sugar  combination,  from  the  fact  that  its 
agreement  covers  only  the  question  of  limitation  of  the  product  and,  to  a  certain 
extent,  incidentally  the  division  of  territory,  while  the  management  of  the  business 
is  left  entirely  in  the  hands  of  each  separate  refiner,  makes  practically  no  saving  from 
these  sources.     It  may  perhaps  be  understood  that,  inasmuch  as  the  pressure  of 
competition  is  somewhat  relieved,  so  that  they  do  not  crowd  so  earnestly  into  the 
generally  recognized  territory  of  one  another  as  would  be  the  case  under  unrestrained 
competition,  a  little  is  possibly  saved  in  the  cost  of  selling;  but  the  amount  is  so 
trifling,  if,  indeed,  it  can  be  recognized  at  all,  that  it  is  not  worthy  of  consideration. 
The  same  remark  would  of  course  apply,  speaking  generally,  to  the  petroleum  com- 
bination, and  to  others  of  similar  nature.     On  the  other  hand,  in  the  case  of  the  pig- 
iron  syndicate  at  Longwy,  all  of  the  advantages  of  saving  in  the  cost  of  selling  are 
secured  that  are  derived  by  a  single  corporation.     All  orders  are  sent  to  the  central 
bureau,  which  fixes  all  prices  and  determines  the  time  and  manner  of  shipment. 
The  bureau  itself  fixes  all  conditions  of  sale,  of  credit  to  the  purchasers,  and  of  all 
other  matters  that  in  any  way  affect  it.     A  single  corporation,  owning  all  of  the 
different  plants,  could  manage  the  selling  process  scarcely  more  rigidly.     The  savings 
from  this  source  are  considered  very  material. 

(d)  Wages. — In  the  case  of  the  comparatively  few  combinations  which  have  taken 
the  form  of  single  corporations,  as,  for  example,  the  paper  combination  of  Limousin,1 
the  combination  is  in  a  position  to  affect  wages.     By  virtue  of  the  greater  strength 
of  the  combinations,  they  can  resist  more  easily  a  strike,  and  from  the  savings  men- 
tioned they  may  be  in  a  position  to  increase  wages  somewhat  if  they  desire.     Such 
combinations  in  France,  however,  are  so  few  and  have  been  in  existence  so  short  a 
time  that  no  direct  effect  can  be  traced. 

So  far  as  the  professional  syndicates  are  concerned,  they  have  in  a  good  many 
instances  succeeded  in  establishing  in  connection  with  their  workingmen  relief  funds 
of  various  sorts.  They  have  also  been  partly  instrumental,  at  any  rate,  in  securing 
certain  kinds  of  factory  legislation  regarding  the  working  of  women  and  children, 
which  is  to  be  considered  an  effect  upon  the  wage-earning  class.  Of  course,  however, 
these  professional  syndicates  are  not  to  be  considered  in  any  way  as  industrial  com- 
binations of  the  class  taken  up  for  this  study  unless  through  the  informal  agreements 
of  the  kind  mentioned  in  the  preceding  section  they  begin  to  secure  directly  some 
monopolistic  control  of  the  market.  In  those  instances,  where  this  has  presumably 
U-en  accomplished  to  a  slight  extent,  they  naturally  have  not,  as  combinations,  had 
any  effect  whatever  on  labor. 

When  one  considers  the  more  usual  form  of  industrial  combination  in  France,  that 
of  an  association  which  from  the  central  selling  bureau  or  other  agency  controls  the 
amount  of  output  and  arranges  for  a  uniform  selling  price,  the  situation  is  different 
again  from  that  of  the  preceding  cases.  There  the  management  of  the  separate 
establishments  is  regularly  left  entirely  to  those  establishments,  and  the  testimony 
is  practically  universal  that  the  combination  as  such  has  no  effect  upon  the  wage- 
earners  or  the  amount  of  wages  paid.  On  the  other  hand,  it  becomes,  of  course,  evi- 
dent that  if,  through  these  combinations,  higher  dividends  can  be  paid  or  larger  rates 
of  profit  made,  the  separate  establishments  are  in  a  position  to  deal  somewhat  more 
liberally  with  the  wage-earners  than  would  be  the  case  if  the  syndicate  did  not  exist. 

1  La  Soci£t6  G«5n£rale  des  Papeteries  du  Limousin. 
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In  certain  special  instances  these  members  of  the  combinations  have,  as  a  matter  of 
fact,  done  a  great  deal  for  their  workingmen,  and  claim  great  credit  for  such  action. 
For  example,  the  Ramnerie  Say,  perhaps  the  leading  sugar-refining  company  in 
France,  and  one  of  the  most  important  members  of  the  so-called  sugar  combination, 
has  done  a  great  deal  for  the  improvement  of  the  condition  of  the  workingmen.  This 
establishment,  rounded  in  1832,  is  one  of  the  long-established  firms  which,  as  is  so 
common  in  Europe,  has  remained  for  successive  generations  in  the  same  family,  and 
which  thus  has  assumed  relations  with  its  workingmen  more  intimate,  perhaps,  than 
is  usual  with  ordinary  corporations.  With  the  aid  of  the  employers,  and  to  a  consid- 
erable extent  under  their  direction,  the  employees  of  this  company  have  established 
societies  for  mutual  aid,  pension  funds  for  disabled  or  superannuated  employees,  funds 
for  insurance  against  accidents,  a  savings-bank  fund  for  sick  and  wounded  employees, 
etc.,  several  of  which  institutions  have  received  large  gifts  in  money  from  the  em- 
ployers. The  company  made  for  exhibition  in  the  section  of  social  economy  in  the 
Paris  Exposition  of  1900  an  exhibit  showing  the  results  of  these  different  establish- 
ments over  a  series  of  years,  together  with  the  effects  upon  the  workingmen  as  regards 
the  stability  of  their  employment,  the  changes  in  their  rates  of  wages,  premiums 
granted  to  workingmen,  and  such  matters.  In  this  way  were  shown  relations  exist- 
ing between  the  employers  and  employees  over  a  series  of  years.  The  company, 
of  course,  would  deny  any  direct  relationship  between  these  gifts  of  theirs  to  their 
employees  and  the  sugar  combination  so  far  as  it  controls  the  annual  output,  and  the 
only  connection  that  anyone  could  find  would  be  this:  That  if  profits  have  been 
made  more  secure  through  the  action  of  the  combination,  the  company  could  afford 
to  be  more  liberal  with  its  employees.  Most,  however,  if  not  all  of  these  special 
institutions,  which  have  tended  to  improve  the  relationship  between  employers  and 
employees,  were  established  before  the  sugar  combination  was  made,  so  that  no  con- 
nection can  be  traced.  On  the  whole,  then,  it  is  perhaps  just  to  say  that,  owing  to  the 
fact  that  the  different  members  of  the  industrial  combinations  in  France  regularly 
control  entirely  the  management  of  their  own  establishments,  the  combinations  can 
not  be  said  to  have  any  direct  effect  upon  wages  paid  to  employees. 

PRICES. 

The  chief  purpose  of  combination  in  France  has  doubtless  been  so  to  restrict  compe- 
tition that  prices  could  be  improved.  Sometimes  this  may  be  said  to  be  in  the 
nature  of  an  absolute  increase;  more  frequently,  perhaps,  in  the  relative  increase 
between  the  cost  of  production  and  the  price  of  selling,  and  at  times  merely  an 
increased  stability  of  price.  There  is  no  doubt  that  this  purpose  of  affecting  the 
price  has,  in  individual  instances  at  any  rate,  been  accomplished  either  directly  or 
indirectly.  In  the  case  of  the  sugar  combination,  as  was  stated  earlier,  no  agree- 
ments whatever  are  made  regarding  prices,  but  it  is  none  the  less  certain  that 
agreements  regarding  limitation  of  the  output  indirectly  affect  the  price,  and  that  the 
chief  purpose  of  restrictions  upon  the  output  were  to  secure  prices  that  should  be 
both  higher,  as  compared  with  the  cost,  than  before,  and  also  more  steady.  In  the 
opinion  of  the  well-informed  people  in  France  both  these  results  have  been  attained. 

In  the  example  that  has  already  been  cited  of  the  paper  manufacturers  of  Limousin, 
an  increase  in  prices  seems  to  have  been  secured.  During  the  period  of  free  com- 
petition, before  the  combination  was  formed,  owing  partly  to  competition  and  partly 
to  improved  methods  of  manufacture,  there  had  been  a  decrease  in  price  in  recent 
years  from  30  francs  per  hundred  kilos  to  13  francs.  Soon  after  the  combination  was 
made  the  price  was  advanced  to  about  14  francs  per  hundred  kilos,  and  this  ad- 
vance in  price  is  ascribed  directly  to  the  monopolistic  power  of  the  combination. 
On  the  other  hand,  the  competition  of  the  other  paper  manufacturers  in  different 
parts  of  France,  as  well  as  international  competition,  is  so  great  that  there  seems  no 
likelihood  of  any  considerable  advance  being  made.  In  spite  of  the  protection  of  a 
duty  of  10  francs  per  hundred  kilos  on  the  product,  foreign  competition,  especially 
of  Germany,  Austria,  and  Italy,  is  very  menacing. 

On  the  whole,  the  best  information  regarding  the  effects  of  these  combinations  upon 
prices,  and,  for  that  matter,  upon  nearly  everything  else  connected  with  industrial 
combinations  in  France,  is  to  be  had  in  connection  with  the  Comptoir  de  Longwy. 
This  bureau  has  secured  so  much  of  a  monopolistic  power  that  it  has  been  able 
to  dictate  very  completely  conditions  of  sale  and  in  many  cases,  beyond  question,  to 
fix  prices  somewhat  arbitrarily. 

As  regards  conditions  of  sale,  the  bureau  regularly  makes  a  contract  to  receive  the 
amount  of  its  invoices  in  negotiable  paper,  or  in  a  draft  upon  a  bankable  place  within 
thirty  days  from  the  end  of  the  month  of  shipment,  without  any  discount.  In  case 
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the  pay  is  not  thus  received,  the  bureau  draws  upon  the  purchaser  for  the  amount 
by  the  middle  of  the  succeeding  month. 

The  purchaser  must  declare  that  the  pig  iron  bought  is  intended  solely  for  his  own 
consumption,  and  he  agrees  not  to  reassign  it  in  whole  or  in  part  without  the  formal 
assent  of  the  bureau.  The  prices  are  regularly  fixed  upon  a  sliding  scale,  varying 
with  the  price  of  coke,  increasing  or  decreasing  by  1.5  francs  for  each  franc  of  increase 
or  decrease  in  the  average  price  of  coke.  The  bureau  insists  also  upon  the  contracts 
being  made  for  a  period  of  three  years,  with  the  understanding  that  there  shall  be 
regular  monthly  shipments.  For  example,  if  these  conditions  of  sale  as  regards  the 
term  of  the  contract,  the  manner  of  delivery,  the  use  of  the  product,  etc.,  are  not 
met,  the  bureau  cancels  the  contract,  leaving  no  choice  to  the  purchaser  except  to  close 
his  works,  there  being  practically  in  all  that  section  only  this  one  seller  of  pig  iron 
for  manufacturing  purposes. 

The  sliding  scale  is  managed  as  follows:  When,  for  example,  the  basis  price  is 
82  francs  a  ton  for  a  certain  grade  of  pig  iron,  with  coke  at  a  price  of  25  francs 
a  ton,  the  changes  would  be  as  follows:  If  coke  should  increase  to  32  francs  a 
ton,  pig  iron  would  be  invoiced  at  10.5  francs  above  the  basis  price — that  is,  at 
92$  francs.  In  certain  parts  of  France,  especially  in  the  south,  there  is  an  oppor- 
tunity to  buy  some  little  pig  iron  aside  from  the  bureau,  but  for  ordinary  founding 
the  purchasers  are  practically  compelled  to  accept  these  Longwy  conditions.  It 
seems  to  be  a  general  opinion,  which  is  perhaps  at  any  rate  partially  sustained, 
that  the  bureau  benefits  by  an  increase  in  the  price  of  coke,  inasmuch  as  the  allowance 
of  a  franc  and  a  half  increase  for  the  increase  of  1  franc  in  the  price  of  coke  is 
somewhat  more  than  the  added  cost  of  manufacture  coming  from  the  increased  price 
of  the  coke.  It  is  therefore  charged,  with  what  degree  of  truth  it  is  difficult  to 
determine,  that  the  bureau  deliberately  puts  the  base  price  of  its  product  in  connection 
with  a  base  price  for  coke  which  is  somewrhat  below  the  price  which  is  to  be  expected. 
In  consequence,  it  regularly  receives  the  benefit  which  comes  from  the  increased 
price  of  coke,  and  very  seldom,  if  ever,  has  to  endure  a  loss  which,  for  the  same 
reason,  would  come  with  the  decreased  price  of  coke.  Whether  this  complaint  is  a 
valid  one  or  not  depends,  of  course,  upon  the  fairness  of  the  adjustment  of  its  sliding 
scale  in  connection  with  the  price  of  coke. 

Inasmuch  as  one  object  of  the  bureau  is  to  assure  to  its  customers  the  regularity 
of  its  operations,  it  must  be  necessary  that  its  prices  be  fixed  in  accordance  -with 
a  sliding  scale,  so  that  contracts  can  be  made  for  comparatively  long  terms  with 
the  certainty  that  they  can  be  carried  out  by  the  different  parties  concerned. 
Through  the  medium  of  the  sliding-scale  contracts  the  bureau  can  adapt  much  more 
exactly  its  production  to  consumption,  and  thus  prevent  the  great  fluctuations  that 
might  come  were  prices  fixed  more  rigidly  by  normal  demand  and  supply. 

In  connection  with  its  selling  contracts  the  bureau  has  been  criticised  at  times 
because  it  has  shortened  the  delays  in  payment,  and  has  practically,  in  consequence, 
snj  (pressed  discount.  The  managing  director  of  the  bureau,  Mr.  Aube",  made  a  spe- 
cial report  on  this  subject  at  a  meeting  of  directors  of  bureaus,  in  which  he  argues 
that  discount,  which  at  first  was  perhaps  logical,  is  now  immoral  and  stupid,  and 
that  its  suppression  really  benefits  the  purchaser.  He  believes  that  30  days  is  a 
sufficient  term  of  credit,  and  thinks  that  longer  and  varying  times  of  payment  are 
decidedly  injurious  to  the  trade.  In  conversation  Mr.  Aub6  takes  the  position  that 
he  has  rendered  a  great  service  not  merely  to  his  bureau,  but  to  all  great  industries, 
by  this  suppression  of  discount,  inasmuch  as  his  plan  has  been  followed  by  others 
connected  with  the  great  industries. 

In  fixing  the  prices  to  consumers  the  management  of  the  Longwy  bureau  doubtless 
attempts  to  do  substantial  justice  among  the  different  purchasers,  but  it  is  likewise 
true  that  certain  customers  have  a  greater  advantage  in  making  purchases  than  do 
others,  and  that  special  conditions  of  the  trade  need  to  be  taken  into  consideration, 
so  that  the  bureau  deals  with  its  customers  not  always  in  accordance  with  any  fixed 
rule  which  obtains  in  all  cases,  but  rather  in  accordance  with  the  circumstances 
of  each  individual  case  "comme  negociant."  In  one  special  case  to  which  atten- 
tion has  been  called  a  French  "bureau"  seems  to  have  overestimated  its  own 
[>o\ver.  One  of  the  very  large  purchasers,  like  the  railways,  attempted  to  secure 
somewhat  more  favorable  terms  from  the  bureau  than  were  tirst  asked.  Upon  the 
bureau's  refusing  to  make  any  different  terms  and  assuming  a  somewhat  dictatorial 
position  as  an  establishment  that  knew  it  had  a  monopoly,  the  customer  went  else- 
where and  imported  very  large  quantities  of  iron.  As  the  event  showed,  he  could 
not  secure  from  abroad  any  l>etter  rates  than  the  comptoir  had  offered.  He  did, 
however,  secure  the  same  rates,  and,  as  he  felt,  he  freed  himself,  for  the  time  being 
at  least,  from  the  grasping  hand  of  the  monopolist. 
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THE  TARIFF. 

There  is  perhaps  no  reason  for  saying  that  the  French  tariff,  on  the  whole  a  high 
protective  tariff,  has  been  the  cause  of  the  formation  of  the  industrial  combinations 
that  exist;  but,  on  the  other  hand,  there  can  be  no  doubt  that  the  tariff  has  enabled 
the  combinations  to  exert  somewhat  more  power  than  they  otherwise  could  have 
done. 

In  speaking  of  the  professional  syndicates  attention  was  called  to  the  fact  that  the 
manufacturers  of  material  for  railways  were  enabled  to  exercise  somewhat  more 
power  than  they  otherwise  could  have  done  on  account  of  the  relations  of  the  rail- 
roads to  the  French  Government.  The  protective  tariff  doubtless  had  also  something 
of  a  similar  influence,  although  that  is  not  the  matter  of  chief  consequence. 

In  a  somewhat  different  way  the  bounties  on  sugar  doubtless  affect  sugar  prices 
and  enable  the  refiners  of  sugar,  through  the  combination  which  enables  them  to 
control  the  output,  to  secure  higher  prices  from  the  French  consumer,  in  part  to  the 
benefit  of  the  foreign  consumer,  than  would  be  possible  without  this  unity  of  action. 

The  case  can  perhaps  be  made  out  somewhat  more  directly  with  reference  to  the 
Comptoir  de  Longwy  in  connection  with  the  iron  industry.  It  is  stated  on  the  best 
authority  that  in  fixing  the  prices  of  their  iron  product  the  bureau  takes  regularly 
into  account  to  the  full  extent  possible  the  duty  on  iron.  The  statement  was  even 
made  that  if  one  wished  to  obtain  the  prices  of  iron  of  the  comptoir  over  a  period  of 
years  one  should  take  the  English  prices  of  iron  of  the  same  quality,  add  to  that  the 
freight  from  the  English  works  to  the  French  point  of  destination,  and  add  to  that 
the  French  import  duty  on  iron.  Thus  one  would  secure  with  substantial  accuracy 
the  price  of  the  comptoir.  This,  of  course,  is  simply  saying  in  other  words  that  the 
French  bureau  exploits  the  tariff  to  the  full  extent  for  its  own  advantage.  How  far 
this  may  be  justified  in  order  to  enable  it  to  make  living  profits  is  of  course  some- 
thing that  can  not  be  accurately  stated;  but  there  can  be  no  doubt  that  were  the  tariff 
lowered  or  removed  the  prices  of  the  comptoir  would  have  to  be  proportionately 
lowered.  It  is  of  course  entirely  possible  that  any  material  lowering  would  be  to 
the  serious  detriment  of  the  Longwy  industry.  This  protection  has  also  enabled  the 
iron  syndicates  to  enter  on  more  favorable  terms  into  agreements  with  their  foreign 
rivals  in  Belgium  and  elsewhere. 

THE  FRENCH  LAW  REGARDING  COMBINATIONS. 

The  French  law  regarding  corporations  will  be  explained  in  detail  in  Part  II, 
with  some  especial  statements  regarding  sections  419  and  420  of  the  criminal  code, 
which  deal  also  with  the  question  of  monopoly.  We  must  here  also,  however,  dis- 
cuss briefly  the  effect  particularly  of  section  419  so  far  as  it  has  affected  the  form  of 
combination.  That  section,  first  passed  in  1810,  reads  as  follows:  "All  those  who, 
by  deliberately  spreading  abroad  false  or  slanderous  facts,  by  offering  a  higher  price 
than  that  asked  by  the  vendors  themselves,  by  association  or  coalition  between  the 
principal  holders  of  the  same  merchandise  or  food  stuffs,  whether  with  the  view  to 
withholding  them  from  sale  or  with  a  view  to  selling  them  only  at  a  certain  price, 
and  all  those  who,  by  any  fraudulent  means  shall  effect  a  rise  or  diminution  in  the 
price  of  food  stuffs,  or  in  the  sale  of  public  securities,  above  or  below  the  price  deter- 
mined by  natural  and  free  commercial  competition  shall  be  punished  by  an  impris- 
onment of  1  month  to  1  year  and  by  a  fine  of  from  500  to  2,000  francs.  Those 
guilty  of  the  foregoing  may  be  also  put  under  the  surveillance  of  the  police  during 
from  2  to  5  years."  And  section  420,  as  follows:  "The  penalty  for  the  foregoing 
shall  be  an  imprisonment  of  from  2  months  to  2  years  and  a  fine  of  from  1,000  to 
20,000  francs  if  these  manceuyres  have  been  practiced  on  grain,  flour,  bread,  wine, 
or  any  other  drink.  A  surveillance  by  the  police,  if  ordered,  shall  in  such  case  be 
during  from  5  to  10  years." 

The  provisions  regarding  the  surveillance  of  the  police  were  repealed  by  the  law 
of  May  27,  1885.  The  remainder  of  the  sections  stand  at  present,  although  their 
application  seems  to  have  varied  slightly  from  time  to  time  under  the  decisions  of 
the  court. 

The  severe  penalty  and  the  lack  of  exact  knowledge  as  to  what  constitutes  a 
monopoly  under  this  law  has  had  varying  effects: 

(a)  While  the  tendency  toward  combination  has  been  too  strong  to  be  resisted, 
there  can  be  no  doubt  that  owing  to  this  law  the  combinations  have  been  much 
more  secret  as  regards  their  method  of  work  than  would  otherwise  have  been  the 
case.  One  usually  finds  it  difficult,  with  the  exception  of  the  bureau  at  Longwy, 
to  get  possession  of  any  of  the  forms  of  agreement  that  are  used  in  the  coalitions, 
even  when  the  fact  of  combination  itself  is  granted.  It  seems  to  be  a  general  belief 
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among  business  men  that  while  combinations  are  very  common  the  agreements  are 
either  not  put  into  writing  or  are  kept  very  secret  by  the  parties  to  the  agreement. 

(b)  Beyond  question,  the  form  of  the  agreement  itself  has  been  modified  materi- 
ally by  the  law.     In  the  first  place,  as  has  been  intimated  before,  for  the  purpose  of 
preventing  any  public  knowledge  of  these  agreements  which  they  may  believe  to  be 
illegal,  they  are  often  not  put  into  writing  at  all.     M.  Say,  of  the  sugar  refiners' 
combination  in  France,  stated  that  while  their  agreements  were  entirely  legal,  inas- 
much as  they  merely  determined  the  relative  proportions  of  the  output  at  different 
times  and  never  entered  at  all  into  agreements  upon  prices,  nevertheless  those  agree- 
ments were  merely  verbal  understandings  which  were  never  put  into  writing,  and 
no  penalties  were  attached.    In  spite  of  this  apparently  very  loose  form  of  agreement, 
however,  it  is  the  prevailing  opinion  in  France  that  the  sugar  combination  is  one  of 
the  firmest  and  most  powerful  in  existence. 

There  can  be  little  doubt  also  that  in  order  to  avoid  the  penalties  of  this  law  the 
form  of  the  selling  bureau  has  been  adopted.  For  example,  the  Comptoir  Metal- 
lurgique  de  Longwy  is  an  independent  organization  by  itself,  which  acts  as  the  agent 
of  different  manufacturers  in  selling  their  products.  It  can  perhaps  not  be  said 
technically  that  these  establishments  have  entered  into  an  agreement  regarding 
prices,  but  at  the  same  time  that  effect  has  been  secured.  The  managers  of  the  bureau 
claim,  of  course,  that  they  are  entirely  within  the  law,  and  in  fact  the  first  purpose 
of  the  bureau  itself,  as  laid  down  in  the  articles  of  agreement,  is  to  the  effect  that 
nothing  contrary  to  the  laws  is  intended  or  shall  be  done  by  the  bureau.  Neverthe- 
less, one  of  the  acutest  thinkers  in  France,  a  publicist  of  note,  in  commenting  upon 
the  bureau,  says  that  prices  are  imposed  upon  sellers  who  lose  all  liberty  in  order  to 
become  the  mere  agents  of  the  bureau,  and  that  the  organization  is  contrary  to  the 
laws  of  France,  but  that  the  Government  appears  powerless.  There  can  be  no  ques- 
tion that  the  purpose  of  the  bureau  is  to  enable  it  to  influence  prices  directly,  although 
it  is  possible  that  by  the  device  of  the  bureau  they  may  have  succeeded  in  technically, 
at  any  rate,  escaping  the  violation  of  the  law. 

(c)  The  tendency  also,  which  seems  to  be  noticeable  in  France  of  late,  of  organ- 
izing various  competing  firms  or  corporations  into  one  single  corporation  that  shall 
buy  up  all  the  plants,  is,  in  part  at  any  rate,  due  to  the  influence  of  this  law.    When 
a  single  corporation  is  formed  which  owns  all  of  the  different  plants  the  question 
of  combination  in  France,  as  in  the  United  States,  is  eliminated.     The  question  of 
the  size  of  the  corporation  is  not  raised  in  either  country. 

It  is  interesting  to  note  some  of  the  interpretations  by  the  French  courts  of  this 
section  (419)  of  the  penal  code.  The  law  was  doubtless  passed,  as  were  the  monopoly 
laws  in  England  in  the  earlier  days,  largely  to  prevent  the  control  of  local  markets, 
where,  owing  to  temporary  circumstances,  one  small  group  might  make  a  corner  to 
the  detriment  of  the  public.  As  early  as  1836,  however,  the  court  of  cassation 
decided,  in  a  case  where  two  transportation  companies — stage  coach  lines — had 
united  in  order  to  drive  out  a  rival  by  lowering  the  fares  and  dividing  the  loss 
between  them,  that  transportation  of  persons  by  stage  coaches  was  to  be  considered 
as  merchandise,  and  that  a  union  of  two  or  more  lines  to  prevent  competition  was 
illegal  under  this  article  of  the  code.  The  court  says,  "the  provisions  of  this  article 
apply  evidently  to  everything  which,  being  the  object  of  commercial  speculations,  has 
a  current  price  habitually  determined  by  the  free  and  natural  competition  of  the 
particular  business.1  Three.years  later2  the  same  court  substantially  reaffirmed  this 
principle  in  a  somewhat  similar  case.  In  1845s  it  decided  further"  that  the  obliga- 
tions of  insurance  policies  were  also  merchandise  and  that  a  combination  in  conse- 
quence among  insurers  was  punishable.  Again,  in  1854,*  it  was  held  that  the  combi- 
nation which  brought  about  an  increased  price  in  salt  was  illegal,  under  article  419, 
and  in  consequence  could  not  be  enforced  under  the  civil  code. 

There  seems  to  have  been  some  differences  of  opinion  between  different  courts  in 
certain  other  particulars.  In  1883 5  the  court  of  Paris  decided  that  the  shares  of  a 
private  company  were  merchandise,  following  apparently  the  earlier  decisions  of  the 
court  of  cassation.  But  two  years  later6  the  court  of  cassation  itself  in  a  somewhat 
similar  case  seemed  to  take  a  different  view,  and  decided  that  the  shares  of  a  private 
company  were  not  merchandise  under  the  law.  In  fact,  some  of  the  later  decisions 
of  the  other  courts  seem  to  show  that  they  are  falling  rather  into  the  spirit  of 
the  latest  days,  and  are  recognizing  that  agreements  among  producers  are  not  of 
necessity  contrary  to  the  public  interests,  and  should  be  upheld  unless  they  are 

i  Sirey:  Ret-ueil  General,  1836,  Pt.  I,  p.  881.  *  Dalloz:  Jurisprudence  G6n6rale,  1854,  Pt.  V,  p.  118. 

*Ibid.,  1839,  Pt.  I,  p.  7-J1.  sirey,  1883,  Pt.  II,  p.  97. 

*  Ibid.,  1846,  Pt.  I,  p.  434.  «Ibld.,  1886,  Pt.  I,  p.  514. 
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clearly  detrimental.  In  1892  x  the  court  of  Paris,  for  example,  decided  that  article 
419  was  not  applicable  to  a  limited  syndicate  of  producers  of  phosphate.  The  syndi- 
cate included  only  part  of  the  phosphate  producers,  and  there  was  competition  in 
various  markets,  so  that  it  was  not  proved  at  any  rate  that  the  combination  had 
caused  any  fictitious  increase  or  decrease  in  prices.  Again,  two  years  later,  in  1894,2 
the  court  of  Grenoble  held  in  a  somewhat  similar  way  that  the  association  for  the 
control  of  the  manufactures  of  ceramics  was  legal.  It  was  not  shown  that  prices  had 
been  increased,  and  it  did  not  seem  that  the  prices  had  been  higher  than  those  of 
manufacturers  who  were  outside  of  the  combination.  In  consequence  the  contract 
was  held  to  be  legal. 

In  spite  of  the  apparent  weakening  of  the  force  of  the  law  by  these  later  decisions, 
the  court  has  still  apparently  no  intention  of  attempting  to  set  the  law  aside,  for  in 
1896s  it  was  held  that  these  sections,  419  and  420,  were  valid,  and  that  the  law  of 
March  21, 1884,  providing  for  the  formation  of  professional  syndicates  did  not  operate 
to  repeal  them. 

Probably  the  one  experience  that  has  tended  more  than  all  others  to  make  the 
business  men  of  France  wary  in  the  organization  of  combinations  was  the  punishment 
of  M.  Secretan  of  the  copper  combination.  His  acts  were  declared  to  come  under 
this  section  of  the  code,  and  he,  in  spite  of  his  social  and  political  prominence,  was 
imprisoned.4 

Although  the  courts  seem  pretty  consistently  to  have  sustained  these  laws,  modern 
French  lawyers  have  little  doubt  that  they  can  form  combinations  either  after  the 
model  of  the  bureau  at  Longwy,  or  in  some  other  form  that  will  stand  the  test  of  the 
French  courts,  and  that  will,  in  consequence,  be  held  legal.  The  matter  has  not, 
however,  been  yet  fully  tested.  Some  complaints  which  have  been  made  by  the 
rivals  of  these  combinations  to  the  French  Government  seem  not  to  have  produced 
any  effect.  In  the  case  of  certain  porcelain  manufacturers,  when  complaints  were 
made,  the  department  of  justice  decided  that  there  was  no  cause  for  action,  because, 
as  it  said,  it  was  not  shown  that  prices  had  been  raised,  the  fact  being  that  prices 
had  been  lowered.  The  Government  took  the  position  that  the  lowering  of  prices 
was  not  contrary  to  the  public  interest  and  that  therefore  there  was  no  cause  for 
action. 

The  general  result  seems  to  be  that  this  is  another  case  where  laws  passed  many 
years  ago  to  meet  local  conditions  have  been  applied  to  modern  conditions  at  times 
unwisely,  and  that  the  general  effect  has  been  rather  to  hamper  the  natural  develop- 
ment of  business  methods  and  to  force  business  men  into  new  and  special  methods 
of  doing  business  contrary  to  the  normal  ones,  without,  however,  stopping  the 
tendency  toward  combinations  which  business  conditions  seem  to  have  demanded. 

i  Sirey,  1892,  Pt.  II,  p.  150. 

"Dalloz:  Recueil  General,  1894,  Pt.  II,  p.  277. 

*Sirey:  Recueil  General,  1896,  Pt.  II, p.  164. 

*See  also,  for  the  whole  discussion,  Francis  Laur,  De  1'Accaparement,  Paris,  1900. 


APPENDIX. 

ARTICLES  OF  ASSOCIATION   OF  METALLURGICAL  BUREAU   OF 
LONGWY  (COMPTOIR  METALLURGIQUE  DE  LONGWY.) 

[Statute  1"  Aout  1899.] 
Between  the  undersigned — 

1.  Mr.  George  Holland,  officer  of  the  Legion  of  Honor,  engineer  in  chief  of  mines, 
residing  at  Paris,  rue  Pierre  Charrbn,  n°  60, 

And  Mr.  Paul  Labbe",  residing  at  Gorcy, 

Both  acting  in  the  name  of,  and  as  the  administrators-delegates  of,  the  Gorcy  Met, 
allurgical  Company,  a  joint-stock  company  with  a  capital  of  three  million  francs- 
whose  place  of  business  is  at  Gorcy. 

2.  Mr.  Gustave-D6sire  Raty,  chevalier  of  the  Legion  of  Honor,  residing  at  Saulnes, 
Acting  in  the  name  of,  and  as  manager  of,  the  Saulnes  Blast  Furnace  Company,  a 

joint-stock  company  with  a  capital  of  four  million  two  hundred  and  fifty  thousand 
francs,  whose  place  of  business  is  at  Saulnes,  and  whose  firm  name  is  Gustave  Raty  &  Co. 

3.  Mr.  Fernand-Raoul-Henri,  Baron  d'Huart,  chevalier  of  the  Legion  of  Honor, 
residing  at  Longwy-Bas, 

And  Mr.  Hippolyte-Alphonse-Joseph,  Baron  d'Huart,  chevalier  of  the  Legion  of 
Honor,  residing  at  Longwy-Bas, 

Both  acting  in  the  name  of,  and  as  the  administrators-directors-managers  of,  the 
Metallurgical  Company  of  Senelle  Maubeuge,  a  joint-stock  company  with  a  capital 
of  four  million  francs,  whose  place  of  business  is  at  Longwy. 

4.  Mr.  Jean-Baptiste-Adrien-Fernand,  Comte  de  Saintignon,  chevalier  of  the  Legion 


of  Honor,  residing  at  Longwy-Bas, 
Acting  in  the  name  of,  and  £ 


as  manager  of,  the  Blast  Furnace  Company  of  Longwy 

and  Sauvage,  a  joint-stock  company  with  a  capital  of  four  million  francs,  whose  place 
of  business  is  at  Longwy,  and  the  firm  name  F.  de  Saintignon  &  Co. 

">.   Mr.  Remi-De'sir^  Jacquemart,  residing  at  Aubrives, 

Acting  in  the  name  of,  and  as  director  of,  the  Metallurgical  Company  of  Aubrives 
and  Villerupt.  a  joint-stock  company  with  a  capital  of  four  million  two  hundred  and 
fifty  thousand  francs,  whose  place  of  business  is  at  Aubrives  (Ardennes). 

6.  Mr.  Jean-Louis  Rev^mont,  residing  at  Villers-la-Montagne, 

Acting  in  the  name  of,  and  as  administrator-delegate  of,  the  Lorraine  Industrial 
Company,  a  joint-stock  company  with  a  capital  of  four  million  francs,  whose  place  of 
business  is  at  Nancy. 

7.  Mr.  Jean-Florentin  Tresson,  residing  at  Herserange    (commune  in  canton  of 
Longwy), 

Acting  in  the  name  of,  and  as  director-administrator-delegate  of,  the  Chiere  Blast 
Furnace  Company,  a  joint-stock  company  with  a  capital  of  three  million  francs,  whose 
place  of  business  is  at  Longwy. 

8.  Mr.  Jean-Joseph-Edouard,  chevalier  Van  der  Maesen,  residing  at  Villerupt, 
Acting  in  the  name  of,  and  as  director-manager  of,  the  Blast  Furnace  Company 

and  Ironworks  of  Villerupt-Laval-Dieu,  a  joint-stock  company  with  a  capital  of 
four  million  francs,  whose  place  of  business  is  at  Montherm6- Laval-Dieu  (Ardennes). 

9.  Mr.  Leon  Pugh,  residing  at  Religieuses  (commune  in  canton  of  Longwy), 
Acting  in  the  name  of,  and  as  director-manager  of,  the  Metallurgical  Company  of 

the  East,  a  joint-stock  company  with  a  capital  of  one  million  six  hundred  thousand 
francs,  whose  place  of  business  is  at  Anvers  (Belgic),  avenue  des  Arts,  n°  60. 

10.  Mr.  Jean-Baptiste  Marie- Victor  Comte  de  Lespinats,  chevalier  of  the  Legion 
of  Honor,  residing  at  Nenvi-s-Maisons, 

Acting  in  the  name  of,  and  as  administrator  of,  the  Ironworks  Company  of  Chatil- 
lon,  Commentary,  and  NeuveB-Maisonfl,  a  joint-stock  company  with  a  capital  of  eight- 
een million  five  hundred  thousand  francs,  whose  place  of  business  is  at  Paris,  rue  de 
la  Rochefoucald,  n°  19. 

11.  Mr.  Ernest-Jules  Planche,  residing  at  Paris,  rue  Le  Peletier,  n°  16, 

Acting  in  the  name  of,  and  as  director-general  of,  the  Montataire  Ironworks  and 
Foundry  Company,  a  joint-stock  company  with  a  capital  of  three  million  eight  hundred 
and  sixty-five  thousand  francs,  whose  place  of  business  is  at  Paris,  rue  Le  Peletier,  n°  16. 
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Have  been  made  the  following  agreements: 

TITLE  I. — Formation,  object,  duration,  title,  and  location  of  the  company. 

ARTICLE  1. 

The  undersigned,  for  the  names  in  which  they  act,  and  answering  in  so  far  as  is 
necessary  for  the  companies  which  they  represent,  form  between  them  by  the  present 
act  a  corporation  (en  nom  collectif )  for  the  purchase  from  its  members  and  the  resale 
in  France,  in  the  French  colonies,  and  in  the  countries  under  the  protectorate  of 
France,  of  all  pig  iron  manufactured  by  them,  produced  in  the  blast  furnaces  which 
they  actually  possess  in  the  departments  of  Meurthe-et-Moselle,  and  of  the  Meuse,  as 
well  as  in  those  which  they  can  acquire  or  construct  there,  with  the  exception  of  the 
iron  designed  for  supplying  their  converting  works,  as  is  especially  provided  for  in 
article  twenty -six  (26),  and  with  the  exception  of  that  which  they  shall  sell  abroad. 

Iron  of  this  last  category  may  be  sold  abroad'  by  each  company  individually  or 
eventually  by  an  exportation  bureau  whose  place  of  business  shall  be  located  on  the 
property  of  the  Metallurgical  Bureau,  and  which  shall  be  carried  on  under  the  orders 
of  the  latter' s  director-manager,  and  with  the  same  personnel. 

No  company,  desirous  of  keeping  its  independence,  shall  be  compelled  by  a  decision 
of  the  majority  to  become  a  part  of  this  exportation  bureau. 

The  company  shall  have  equally  as  its  object,  in  general,  the  purchase  and  sale  of 
all  pig  iron  other  than  that  produced  by  the  members. 

ARTICLE  2. 

The  duration  of  the  company  is  fixed  at  five  years  and  five  months,  which  shall 
commence  to  run  the  first  of  August,  one  thousand  eight  hundred  and  ninety-nine, 
so  as  to  come  to  an  end  on  the  thirty-first  of  December,  one  thousand  nine  hundred 
and  four. 

ARTICLE  3. 

The  company  shall  take  the  title  of  Metallurgical  Bureau  of  Longwy.  The  firm 
name  shall  be  Metallurgical  Company  of  Gorcy,  Gustave  Raty  &  Co. ;  Metallurgical 
Company  of  Senelle-Maubeuge,  F.  de  Saintignon  &  Co. ;  Metallurgical  Company 
of  Aubrives  and  Villerupt;  Lorraine  Industrial  Company;  Chiers  Blast  Furnace  Com- 
pany; Blast  Furnace  Company  and  Ironworks  of  Villerupt-Laval  Dieu;  Metallurgical 
Company  of  the  East;  Ironworks  Company  of  Chatillon,  Commentry  and  Neuves- 
Maisons;  Montataire  Ironworks  and  Foundry  Company. 

ARTICLE  4. 

The  company  shall  have  its  place  of  business  at  Longwy-Bas  (Meurthe-et-Moselle. ) 
TITLE  II. — Corporation  capital. 
ARTICLE  5. 

The  capital  of  the  company  is  fixed  at  seventy-eight  thousand  francs  (78,000), 
made  up  by  contributions  of  the  members  as  follows: 

Francs. 

Metallurgical  Company  of  Gorcy,  four  thousand  francs 4, 000 

Gustave  Raty  &  Co.,  ten  thousand  francs 10,  000 

Metallurgical  Company  of  Senelle-Maubeuge,  ten  thousand  francs 10, 000 

F.  de  Saintignon  &  Co.,  seven  thousand  francs 7, 000 

Metallurgical  Company  of  Aubrives  and  Villerupt,  seven  thousand  france. . .  7, 000 

Lorraine  Industrial  Company,  seven  thousand  francs 7, 000 

Chiers  Blast  Furnace  Company,  eight  thousand  francs 8, 000 

Blast  Furnace  Company  and  Ironworks  of  Villerupt-Laval  Dieu,  seven  thou- 
sand francs 7, 000 

Metallurgical  Company  of  the  East,  four  thousand  francs 4, 000 

Ironworks  Company   of  Chatillon,  Commentry  and   Neuves-Maisons,    ten 

thousand  franca 10, 000 

Montataire  Ironworks  and  Foundry  Company,  four  thousand  francs 4, 000 

Total,  seventy-eight  thousand  francs 78, 000 

These  contributions  bear  interest  at  five  per  cent  a  year. 
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ARTICLE  6. 

The  creditors  or  claimants  of  the  associated  companies  can  not,  under  any  pretext 
whatever,  instigate  the  affixing  of  the  seals  upon  the  bureau's  property  or  effects,  or 
demand  the  division  or  sale  of  the  same  at  auction,  or  make  any  attachment  or  levy 
any  execution,  even  on  the  income,  or  interfere  in  any  manner  with  its  administra- 
tion. For  the  exercise  of  their  rights  they  must  trust  exclusively  to  the  firm  profit 
of  the  respective  companies. 

TITLE  III. — Administration  of  the  company. 

ARTICLE  7. 

The  company  is  administered  by  a  council  composed  of  all  its  members. 

ARTICLE  8. 

Each  company  is  represented  in  the  council  of  administration  by  its  manager  or 
managers,  its  director,  its  administrator,  or  administrators,  delegated  for  this  purpose, 
who  shall  fulfill  the  functions  of  administrators  of  the  bureau. 

They  may  be  represented  at  meetings  by  a  single  attorney,  who  must  be  accepted 
and  duly  accredited  by  the  council  of  administration. 

ARTICLE  9. 

In  the  deliberations  of  the  council  there  shall  be  given  to  each  associate  company  a 
number  of  votes  proportional  to  the  quantity  of  pig  iron  produced  by  it  and  delivered 
to  the  company  during  the  preceding  half  year,  reckoning  one  vote  for  five  thousand 
tons  (5,000)  or  a  fraction  over  twentv-five  hundred  tons  (2,500)  of  forge  pig  iron, 
one  vote  for  forty-five  hundred  tons  (4,500)  or  a  fraction  over  twenty-two  hundred 
and  fifty  tons  (2,250)  of  Thomas  pig  iron,  and  one  vote  for  four  thousand  tons  (4,000) 
or  a  fraction  over  two  thousand  tons  of  foundry  pig  iron. 

In  case  any  associated  company  shall  have  delivered  absolutely  nothing  to  the 
company  during  the  half  year  preceding,  it  shall  nevertheless  possess  one  vote. 

The  basin  of  calculation  for  the  new  furnaces  shall  be  the  capacity  of  their  pro- 
duction permitted  by  the  council  upon  causing  them  to  submit  to  the  proportional 
reduction  (if  that  has  occurred)  which  shall  have  been  imposed  on  all  the  associated 
companies. 

The  apportioning  of  the  votes  shall  take  place  bi-yearly,  in  the  second  meeting  in 
January  and  in  the  second  meeting  in  July. 

For  the  first  half  year  the  number  of  votes  shall  be  determined  by  the  council,  in 
its  first  meeting,  in  accordance  with  the  quantity  of  pig  iron  produced  and  delivered 
to  the  bureau  or  to  the  trade  in  the  six  months  preceding. 

ARTICLE  10. 

Kach  year,  at  the  first  meeting  in  January,  the  council  elects  by  a  secret  and 
nninoininal  ballot  a  president,  two  vice-presidents,  and  a  secretary,  chosen  from  its 
members.  In  case  of  the  absence  of  both  president  and  vice-presidents,  the  council 
chooses  one  of  the  members  present  to  preside  at  the  meeting. 

The  president  has  the  duty  of  bringing  forward  for  deliberation  the  questions  in 
the  order  of  the  day,  of  giving  and  withdrawing  the  right  to  speak  to  the  members 
of  the  council,  of  directing  and  of  closing  debates,  and  of  putting  questions  to  vote. 

ARTICLE  11. 

The  council  meets,  as  often  as  possible,  once  each  week,  at  a  day  and  hour  designated 
by  itself,  and  in  extraordinary  session,  for  urgent  matters,  on  the  call  of  the  president 
or  of  the  director-manager,  stating  the  order  of  the  day;  and  finally  as  is  provided 
for  in  article  twenty-one  (21). 

It  is  likewise  summoned,  at  the  demand  of  one  or  more  of  its  members,  whenever 
the  interest  of  the  company  requires  it.  Ordinary  meetings  occur  without  a  special 
call  if  questions  of  current  administration  only  are  to  be  settled  therein. 

ARTICLE  12. 

Every  meeting  in  which  decision  is  to  l»e  made  on  questions  oi'  exceptional  impor- 
tance (such  as  nomination  of  director,  modification  of  the  statutes,  admission  of  new 


92          INDUSTRIAL    COMMISSION: COMBINATIONS    IN    EUROPE. 

members,  regulation  of  production,  etc.)  must  be  preceded  by  a  letter  of  special  sum- 
mons forwarded  by  the  president  or  director  of  the  company,  full  five  days  in 
advance  at  least,  except  in  case  of  urgency. 

The  letter  shall  state  briefly  the  objects  of  the  meeting,  and  on  these  the  council 
may  validly  deliberate. 

A  decision  shall  not  be  valid  on  a  matter  put  for  the  first  time  in  the  order  of  the 
day  unless  at  least  as  many  as  three-fourths  of  the  votes  belonging  to  the  members 
of  the  council  of  administration  are  represented  at  the  meeting;  but  at  a  second 
meeting,  preceded  by  a  letter  of  special  summons,  putting  forward  the  same  matter 
and  pointing  out  that  it  is  for  the  second  time,  the  assembly  can  validly  deliberate, 
whatever  may  be  the  number  of  members  present  and  of  votes  represented. 

ARTICLE  13. 

The  decisions  which  shall  be  made  at  these  meetings  by  a  majority  of  the  votes  of 
the  members  present  bind  all  the  associated  companies  in  the  same  manner  as  the 
present  agreements,  in  so  far  as  they  do  not  conflict  with  the  same,  except  in  the 
case  provided  for  in  the  fiftieth  article. 

"When  a  question  shall  receive  an  equal  number  of  votes,  both  for  and  against  it,  it 
shall  be  considered  as  postponed  by  the  fact  of  the  tie  vote. 

Decisions  concerning  the  fixing  of  the  sale  price  of  forge  pig  iron  shall  not  be  made 
except  with  the  concarrence  of  at  least  one  of  the  companies  possessing  no  refinery. 

ARTICLE  14. 

For  the  validity  of  decisions  made  in  ordinary  meetings  on  questions  of  current 
administration  it  is  sufficient  that  the  absolute  majority  of  votes  belonging  to  mem- 
bers of  council  be  represented. 

Nevertheless,  no  decision  may  be  made  if  it  does  not  receive  at  least  three  eighths 
of  the  votes  belonging  to  all  the  companies. 

ARTICLE  15. 

All  decisions  of  the  council  shall  be  stated  in  an  official  report,  written  in  a  special 
register.  They  shall  be  signed  by  the  administrators  taking  part  therein. 

Copies  or  extracts  to  be  produced  in  court  shall  be  furnished  and  certified  by  the 
president,  or,  in  his  absence,  by  one  of  the  two  vice-presidents  of  the  council. 

ARTICLE  16. 

The  council  of  administration  has  the  most  extensive  powers  to  act  in  the  name  of 
the  company  in  all  circumstances,  and  can  perform  all  transactions  relating  to  the 
corporate  objects,  and  particularly  it  may  acquire,  sell,  and  exchange  the  real  estate 
necessary  for  the  installation  of  offices  and  for  the  lodging  of  the  company's  em- 
ployees. It  fixes  the  expenses  of  administration,  concludes  agreements  and  contracts 
of  every  kind.  It  decides  if  there  is  cause  for  bringing  an  action  in  court,  and  defends 
one  brought  against  the  company;  it  can  compound,  compromise,  give  all  releases 
of  privilege,  mortgage,  and  deed,  consent  to  the  total  or  partial  withdrawal  of  all 
registries  of  mortgages,  executions,  attachments,  and  other  liens  (empe'chements), 
the  whole  with  or  without  justification  of  payment;  consent  likewise,  with  or  without 
payment,  to  all  lien  reductions  and  restrictions. 

It  employs  and  discharges  all  agents  and  employees,  determines  their  powers,  and 
fixes  their  salaries. 

The  above-enumerated  powers  are  indicative  and  not  restrictive  of  the  rights  of 
the  council. 

TITLE  IV. — Direction. 

ARTICLE  17. 

A  director  appointed  by  the  council,  and  chosen  either  from  among  its  members 
or  outside  of  them,  shall  be  charged  with  the  execution  of  the  measures  adopted  at 
the  meetings. 

The  council  can,  by  a  decision  taken  in  the  manner  indicated  in  article  12,  dele- 
gate all  or  a  part  of  its  powers  to  the  director  of  the  company,  and  revoke  them  in 
the  same  way. 

The  director  represents  the  company  in  relation  to  third  parties  hi  all  the  affairs 
which  concern  it. 
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All  acts  whatever  binding  the  company,  all  contracts,  notes,  order,  endorsements, 
receipts,  and  assignments,  must,  on  penalty  of  becoming  void,  bear  the  signature  of 
the  director  and  that  of  the  actuary  or  of  the  secretary. 

Correspondence  is  likewise  to  be  signed  by  the  director  and  actuary,  except  when 
otherwise  specially  authorized  by  the  council. 

ARTICLE  18. 

In  case  of  the  absence  or  disability  of  the  director,  the  council  designates  one  or 
more  of  its  members  to  replace  him  temporarily,  and  they,  during  the  continuance 
of  their  ad  interim  functions,  have  the  attributes  and  powers  conferred  on  the 
director. 

ARTICLE  19. 

The  administrators  can  not,  without  a  special  delegation  of  authority  by  the  coun- 
cil, act  individually  or  enter  into  undertakings  in  the  name  of  the  company. 

TITLE  V. — Supervising  commissioner. 
ARTICLE  20. 

The  council  of  administration  designates,  either  among  its  members  or  from  out- 
side, a  supervising  commissioner  charged  with  verifying  the  accounts,  bills,  and 
acceptances,  the  cash,  and  in  general  with  the  supervision  of  all  the  acts  of  the 
management  and  all  the  operations  of  the  company,  and  with  making  a  report 
thereupon  to  the  council.  The  bi-yearly  inventories  are  submitted  to  his  examina- 
tion and  likewise  form  the  subject  of  a  report  to  the  council.  Decision  is  not  made 
by  their  approval  except  after  the  inspection  of  this  report. 

ARTICLE  21. 

The  supervising  commissioner  can  always,  when  he  judges  proper,  summon  a 
meeting  of  the  council  in  case  of  urgency,  even  if  be  is  not  a  member  thereof. 

ARTICLE  22. 

The  commissioner  receives  a  salary,  the  amount  of  which  is  fixed  by  the  council. 
TITLE  VI. — Concerning  production  and  control. 
ARTICLE  23. 

The  capacity  of  monthly  production  of  the  blast  furnaces  which  the  companies  of 
the  bureau  possess  in  the  department  of  Meurthe-et-Moselle  is  the  following: 

(For  the  calculation  of  the  amounts  it  has  been  considered  that  the  production  of 
foundry  pig  iron  is  in  the  proportion  of  eighty  tons  to  a  hundred  tons  of  forge  pig  iron, 
and  that  the  production  of  Thomas  pig  iron  is  in  the  proportion  of  ninety  tons  to  a 
hundred  tons  of  forge  pig  iron. ) 


Companies. 

No.  of 
fur- 
naces. 

Capacity  of  monthly  produc- 
tion converted  into— 

Forge 
pig  iron. 

Thomas 
pig  iron. 

Foundry 
pig  iron. 

Metallurgical  Company  of  Gorcy  

2 
4 
3 
3 
2 
2 
2 
2 
1 

4 
3 

Tons. 
3,000 
11,293 
6,832 
7,544 
5,600 
5,927 
6,250 
5,808 
3,000 

8,750 
7,400 

Tom. 
2,700 
10,164 
6,149 
6,790 
5,040 
5,334 
5,625 
5,227 
2,700 

7,875 
6,660 

Tont. 
2,400 
9,034 
5,466 
6,035 
4,480 
4,742 
5,  COO 
4,646 
2,400 

7,000 
5,920 

(iustavc  Raty  &  Co  

>I  fUil  1  u  rgical  Co.  of  Senelle-Maubeuge  

K.  do  Saintignon  &  Co  

Metallurgical  Co.  of  Aubrives  and  Villerupt  

Lorraine  Industrial  Company  

Chiers  Blast  Furnace  Company  

Blast  Furnace  Company  and  Iron  works  of  Villerupt-  La  val-Dieu. 
Metallurgical  Company  of  the  East  

Ironworks  Company  cf  Chatillon,  Commentry,  and   Neuves- 
Maisons  

Montataire  Ironworks  and  Foundry  Co  

Total 

28 

71,404 

64,264 

57,123 
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ARTICLE  24. 

The  companies  shall  not  sell  in  France,  in  the  French  colonies,  and  in  the  countries 
under  the  protectorate  of  France,  without  the  consent  of  the  bureau,  any  such  cast 
iron  as  scrap,  sinking  heads,  ingot  or  other  moulds,  de'bris  of  all  sorts,  and  in  general 
all  cast  iron  capable  of  being  utilized  instead  of  and  in  place  of  pig  iron,  even  though 
said  materials  should  come  from  converting  works  of  the  companies  situated  outside 
of  the  department  of  Meurthe-et-Moselle. 

These  materials  shall  be  sold  by  the  bureau  on  the  conditions  of  article  thirty- 
four  (34). 

The  scrap  of  the  blast  furnaces  is  assimilated  with  the  grey  pig  iron  in  bars,  the 
statutory  scale  whereof  is  fixed  in  article  thirty-eight  (38). 

The  company  producing  run-out  foundry  pig,  either  at  the  first  or  second  melting, 
shall  not  sell  this  pig  iron  at  the  average  price  of  the  bureau's  sales  of  foundry  pig;  it 
must,  in  order  to  establish  its  invoice,  increase  this  average  price  by  at  least  five 
francs  a  ton,  and  any  discount  granted  by  it  must  not  be  such  as  to  lessen  this  difference. 

In  case  the  producing  company  sells  directly  the  cast  iron  specified  in  the  first  para- 
graph of  the  present  article,  or  does  not  respect  the  precise  difference  provided  for  in 
the  fourth  paragraph,  the  council  shall  decide  whether  or  not  there  is  occasion  to 
deduct  the  tonnage  sold  from  the  quantum  of  production  assigned  to  the  producing 
company. 

ARTICLE  25. 

In  case  the  companies  shall  build  or  acquire  new  furnaces  in  the  departments  of 
Meurthe-et-Moselle  and  the  Meuse,  the  productive  capacity  of  these  furnaces  shall 
be  determined  according  to  their  cubic  contents,  their  equipment,  the  nature  and 
the  richness  of  the  minerals  belonging  to  the  works,  taking  as  a  basis  the  amounts 
attributed  to  other  furnaces  of  the  same  capacity,  and  which  are  in  similar  condition 
of  production. 

The  productive  capacity  to  be  attributed  to  new  companies  which  shall  hereafter 
be  admitted  shall  be  established  on  the  same  basis. 

In  case  of  disagreement  between  the  producing  company  and  the  council  on  the 
subject  of  the  productive  capacity  of  a  furnace,  an  arbiter  shall  be  amicably  chosen 
by  the  two  parties  and  charged  with  the  duty  of  fixing  the  disputed  tonnage. 

ARTICLE  26. 

Each  company  shall  previously  deduct  from  its  production  the  pig  iron  necessary 
for  supplying  the  converting  works  which  it  possesses,  or  which  it  rents  or  really 
exploits  in  its  name  and  at  its  sole  charge  and  risk,  without,  however,  the  power  to 
establish  there  a  supply  greater  than  a  two  months'  consumption.  The  converting 
works  supplied  by  means  of  a  waterway  may,  at  times  preceding  the  stopping  of  the 
canals,  have  a  larger  supply,  but  only  for  the  purpose  of  avoiding  transportation 
by  rail. 

In  order  to  establish  the  monthly  invoices  to  the  bureau,  the  amounts  thus  previ- 
ously deducted  shall  be  ascertained  by  the  quantities  forwarded  by  the  producing 
works  to  the  converting  works.  When  the  quantities  thus  forwarded  can  not  be 
certainly  ascertained,  the  figure  to  be  adopted  shall  be  that  of  the  actual  consumption. 

As  converting  works  are  considered  not  only  the  steel  works,  rolling  mills,  and 
foundries,  but  also  the  blast  furnaces  with  cupolas  annexed  transforming  the  pig 
iron  of  Meurthe-et-Moselle  into  moulded  products  designed  as  well  for  sale  as  for 
repairs,  improvements,  and  implements  of  labor,  etc. 

ARTICLE  27. 

The  surplus  available  from  the  total  productive  capacity  of  each  works  shall  be 
placed  at  the  disposition  of  the  bureau  to  be  sold  by  it  in  France,  in  the  French 
colonies,  and  in  the  countries  under  the  protectorate  of  France,  conformably  with 
the  conditions  which  are  to  be  determined  hereafter. 

Any  company  may  refuse  to  participate  in  any  contract,  whatever  may  be  the 
importance  thereof,  upon  the  condition  of  submitting  to  a  reduction  of  its  quantum 
of  production,  in  an  amount  equal  to  its  proportional  share  in  said  contract.  If  this 
contingency  occurs,  as  many  averages  of  sale  shall  be  fixed  as  the  renunciations  in 
the  contract  necessitate. 

No  contract  for  more  than  fifteen  thousand  (15,000)  tons  of  pig  iron,  or  none  in 
which  the  delay  in  delivery  of  the  pig  exceeds  a  year,  shall  be  concluded  except  with 
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the  approval  of  three-fourths  of  all  the  votes  of  the  bureau.  Nevertheless,  if  at  this 
first  meeting  all  of  the  votes  of  the  bureau  are  not  represented,  a  new  assembling  is 
to  be  made  within  a  week,  and  at  this  second  meeting  the  questions  previously 
placed  in  the  order  of  the  day  may  be  determined  by  three-fourths  of  the  votes  of 
the  members  present. 

ARTICLE  28. 

When  the  bureau  is  not  able  to  dispose  of  all  the  available  production,  the  council 
shall  have  the  right  of  deciding,  in  the  manner  prescribed  by  articles  eleven  (11), 
twelve  (12),  and  thirteen  (13)  of  the  present  statutes,  upon  a  proportional  reduction 
of  the  deliveries  of  each  company  to  the  bureau. 

The  reduction  shall  be  calculated  on  the  amount  placed  at  the  disposition  of  the 
bureau,  and  it  shall  not  have  reference  to  the  quantity  retained  by  each  works  for 
its  own  consumption.  It  shall  be  regulated  in  such  a  way  that  the  bureau's  supply 
shall  never  exceed  half  of  the  total  amount  forwarded  in  the  preceding  six  months, 
and  never  be  less  than  a  quarter  of  this  amount. 

Each  of  the  companies  may  sell  abroad,  directly  and  freely,  the  pig  iron  which  it 
has  left  available  after  having  supplied  its  converting  works  and  delivered  to  the 
bureau  the  quantum  of  production  which  has  been  assigned  to  it. 

ARTICLE  29. 

In  order  to  permit  the  bureau  to  know  in  advance  what  is  the  quantity  placed  at 
ite  disposal,  each  company  shall  declare,  in  the  first  fortnight  of  January  and  of  July 
at  the  latest,  the  quantities  of  each  variety,  and  the  qualities  of  pig  iron  which  it 
will  need  monthly  in  the  six  months  following  for  supplying  its  works. 

In  case  the  stock  of  the  bureau  is  reduced  below  the  minimum  fixed  in  article 
twenty-eight  (28),  the  bureau  may,  in  derogation  of  article  twenty -six  (26),  exact 
from  the  associated  companies  that  their  deliveries  to  it  be  not  less  than  those  pro- 
vided for  by  their  declarations  (of  production),  whatever  may  be  the  quantities 
actually  consumed  in  the  converting  works.  It  may  likewise  require  that  these 
declarations  shall  not  be  increased  by  more  than  twenty-five  per  cent  from  one  six 
months  to  another,  unless  said  declarations  have  been  made  a  year  in  advance,  that 
is  to  say,  in  the  first  fortnight  of  January  or  of  July  for  the  six  months  commencing 
in  January  and  Julv  of  the  following  year. 

Nevertheless,  and  by  exception,  for  the  first  six  months  of  the  year  nineteen 
hundred  (1900),  the  declaration  made  in  the  first  fortnight  of  July,  eighteen  hundred 
and  ninety-nine  (1899)  may  admit  of  an  increase  greater  than  twenty-five  per  cent 
of  the  declaration  of  the  preceding  six  months. 

ARTICLE  30. 

Every  company  which  may  have  blast  and  puddling  furnaces,  and  foundries  put- 
side  of  the  department  of  Meurthe-et-Moselle,  forbids  itself  any  sale  of  pig  iron 
similar  to  that  produced  in  Meurthe-et-Moselle  and  in  the  Meuse,  whatever  may  be 
the  production  thereof,  during  the  time  in  which  it  shall  take  from  its  furnaces  of 
Meurthe-et-Moselle  and  of  the  Meuse,  supplies  of  pig  iron  for  its  puddling  furnaces 
and  foundries,  as  well  as  during  the  period  of  two  months  following  the  forwarding 
of  the  last  quantities  to  these  works. 

ARTICLE  31. 

Each  company  shall  so  regulate  its  production  as  to  deliver  to  the  bureau,  pro- 
portionately to  its  quantum,  the  qualities,  kinds,  and  numbers  of  pig  iron  that  the 
trade  may  demand. 

The  council  shall  determine,  at  the  end  of  each  six  months,  the  proportion  of  forge, 
Thomas,  and  foundry  pig  iron  to  be  delivered  to  the  bureau  during  the  half  year 
following. 

ARTICLE  32. 

The  companies  shall  not  deliver  to  the  bureau  monthly  quantities  of  pig  iron  greater 
than  those  which  shall  have  been  assigned  to  them. 

However,  it  shall  be  permissible  for  them  to  produce  in  advance  an  indeterminate 
tonnage  and  to  place  it  in  stock  at  their  expense  and  risk,  without  the  power  to  sell 
it  in  France  or  to  dispose  of  it,  and  upon  the  condition  of  ultimately  reducing  their 
production  or  of  selling  abroad  the  pig  produced  in  excess  of  their  quantum,  so  that 
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this  stock  shall  be  wholly  disposed  of  upon  the  termination  of  the  company,  under 
penalty  of  a  fine  of  10  francs  a  ton  on  the  quantity  remaining  at  said  time. 

They  may  assign  as  among  themselves  all  or  a  part  of  their  quantum  of  production 
and  make  among  themselves  exchanges  of  the  qualities  and  kinds  of  pig  iron  to  be 
delivered  to  the  bureau.  With  regard  to  the  Thomas  pig,  the  companies  may  even 
cause  their  share  of  this  sort  of  pig  iron  to  be  delivered  by  other  works  than  those 
belonging  to  the  bureau,  to  be  charged  to  their  quantum  of  production  or  not, 
according  to  the  decision  of  the  council. 

At  the  end  of  each  month  all  the  pig  iron  not  produced  by  each  of  the  companies 
on  its  quantum  of  production  or  on  the  amounts  which  have  been  assigned  to  it  by  a 
fellow  company  shall  be  turned  over  to  the  bureau  without  indemnity  therefor. 

The  exchange  of  pig  iron  among  the  companies  in  order  to  facilitate  exportation  is 
permitted  under  the  control  and  with  the  consent  of  the  bureau.  In  this  case  the 
companies  sending  pig  abroad  must  justify  their  shipments  to  the  bureau. 

The  exchange  of  pig  iron  for  steel  or  for  puddle  bars  is  likewise  permitted,  on 
condition  that  in  order  to  establish  the  quantum  to  be  delivered  to  the  bureau 
the  pig  iron  shall  be  deducted  from  the  capacity  of  production  of  the  company  so 
exchanging  it. 

ARTICLE  33. 

The  council  shall  have  the  right  to  annul  the  amounts  which  have  not  been  pro- 
duced and  placed  at  its  disposition  at  the  end  of  each  month,  just  as  it  may  require 
such  delivery  in  the  following  months. 

The  companies  which  do  not  regularly  furnish  their  quantum  of  production  shall 
be  responsible  for  consequences  resulting,  or  which  may  result,  from  that  fact. 

ARTICLE  34. 

There  shall  not  be  included  in  the  quantum  of  production  assigned  to  each  works 
the  pig  iron  named  in  article  twenty-four,  nor  the  very  hard  foundry  pig  iron  (silvery 
pig),  the  spiegeleisen,  ferro-manganese,  etc.,  of  the  value  of  thirty  per  cent,  at  least, 
more  than  the  price  of  ordinary  pig  iron. 

Such  iron  shall  nevertheless  be  sold  by  the  bureau  for  the  account  of  the  producing 
company  and  conformably  to  its  instructions.  It  shall  not  be  invoiced  to  the  bureau 
except  in  proportion  to,  and  as  soon  as,  the  deliveries  to  the  trade.  These  grades 
shall  bear  their  share  of  the  general  expenses,  as  in  regard  to  the  previous  deduction 
provided  for  in  article  forty  (40),  but  they  shall  not  share  in  either  profits  or  losses 
of  the  bureau. 

ARTICLE  36. 

The  companies  may  sell  directly  the  pig  iron  needed  by  other  companies  for  the 
supplying  of  their  converting  works  on  condition  that  the  quantities  thus 
delivered  be  deducted  from  the  productive  capacity  of  the  purchaser  in  order  to 
determine  the  quantum  to  be  furnished  to  the  bureau. 

However,  if  the  difference  between  the  productive  capacity  of  the  purchasing  com- 
pany and  the  quantity  retained  from  its  production  for  supplying  its  converting 
works  was  less  than  the  quantity  bought,  the  difference  shall  be  deducted  from  the 
productive  capacity  of  the  seller. 

ARTICLE  36. 

The  bureau  shall  cause  to  be  verified  the  quantities  deducted  by  each  company  for 
its  own  consumption,  conformably  to  article  twenty -six  (26). 

Each  company  undertakes  for  all  the  works  belonging  to  it  which  produce  or  con- 
sume Meurthe-et-Moselle  pig  iron,  to  place  at  the  disposition  of  the  person  unknown 
to  the  contracting  parties  and  commissioned  by  the  bureau  with  the  supervision  of 
the  works,  its  records  of  production,  books  of  invoice  and  of  shipment,  and  generally 
all  the  documents,  whatever  they  may  be,  judged  exigible  by  the  bureau  as  a  means 
of  verifying  the  correct  execution  on  the  part  of  the  company  of  the  present  contract. 

ARTICLE  37. 

The  foundry  pig  iron  shall  bear  in  relief  a  distinctive  mark  for  each  works;  this 
mark  shall  be  designated  by  the  council.  Foundry  pig  iron  shall  be  classed  into 
numbers  one,  three^  four,  five,  bocages,  grey,  and  mottled  grey,  in  accordance  with 
the  type  established  by  the  Rehon  works. 
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Each  of  these  numbers  shall  be  produced  in  castings  in  chills  and  castings  in  sand, 
proportionately  to  the  demands  of  the  trade.  The  premium  granted  for  castings  in 
chifls  shall  be  "determined  by  the  council. 

The  Thomas  pig  iron  shall  be  of  merchantable  quality,  such  as  the  trade  has 
accepted  up  to  the  present  time. 

The  forge  pig  iron  shall  be  classed  as  cold-blast  white,  ordinary,  hot-blast  white, 
mottled  white,  mottled  grey,  and  grey,  according  to  the  types  previously  established. 

Specimens  of  each  of  these  types  of  foundry,  Thomas,  and  forge  pig  iron  shall  be 
placed  in  the  offices  of  the  bureau  and  in  each  of  the  producing  works. 

TITLE  VII. — Purchases  and  sales. 
ARTICLE  38. 

At  the  end  of  each  month  each  company  shall  forward  an  invoice  to  the  bureau  of 
the  pig  iron  which  it  shall  have  produced  and  placed  at  its  disposition. 

The  invoice  prices  shall  be  fixed  by  the  council  in  accordance  with  the  averages  of 
sales  of  the  month. 

The  difference  between  the  different  numbers  and  kinds  shall  be  determined  as 
follows: 

White  pig  iron Basis. 

Mottled  white  pig,  increase  of  fifty  centimes  a  ton 0.50 

Mottled  grey  pig,  in  bars  and  plates,  increase  of  one  franc  per  ton 1.00 

Bocages,  grey  pig  in  bars  and  plates,  increase  of  one  franc  fifty  centimes  per 

ton 1.50 

Foundry  pig  number  (5),  increase  of  four  francs  per  ton 4. 00 

Foundry  pig  number  (4),  increase  of  five  francs  per  ton 5.00 

Foundry  pig  number  (3),  increase  of  six  francs  per  ton 6.00 

Foundry  pig  number  (1),  increase  of  eight  francs  per  ton 8. 00 

The  statutory  difference  to  be  assigned  to  Thomas  pig  iron  shall  be  established  by 
the  council  in  the  first  fortnight  of  June  and  December  of  each  year. 

The  council  shall  likewise  fix  the  rate  of  deduction  on  the  product  of  each  works, 
premiums  and  bounties  included,  to  be  allowed  the  bureau,  in  order  to  cover  its 
general  expenses  of  all  sorts,  independent  of  the  special  deduction  provided  for  by 
article  forty  (40). 

The  prices  thus  established  for  the  monthly  invoices  are  only  provisional.  They 
are  to  be  revised  and  definitely  fixed  at  the  end  of  each  half  year,  taking  as  a  basis 
therefor  (1 )  the  quantities  of  pig  iron  of  each  number  and  kind  delivered  to  the  pub- 
lic during  the  aforesaid  half  year;  (2)  the  total  proceeds  of  such  deliveries. 

These  proceeds  shall  be  distributed  among  all  the  numbers  and  kinds  of  pig  iron 

Ero  rata  according  to  the  quantity  of  pig,  in  accordance  with  the  scale  of  differences 
erein  established. 

The  mean  prices  of  sale  thus  calculated  shall  constitute  the  prices  of  invoice  appli- 
cable to  all  the  production  of  the  half  year.  In  consequence,  the  provisional 
invoices  sent  by  the  works  shall  be  revised,  either  increased  or  decreased  according 
to  the  occasion,  and  the  difference  placed  in  the  account  before  the  closing  of  the 
budget. 

ARTICLE  39. 

The  pig  iron  shall  be  invoiced  each  month  indiscriminately  until  four  months  from 
the  end  of  the  month  of  delivery,  bearing  interest  in  the  account  current  at  five  per 
cent  a  year. 

This  rate  may  be  increased  by  a  decision  of  the  council  when  the  rate  of  the  Bank 
of  France  shall  rise  above  four  per  cent. 

The  bureau,  which  as  a  rule  should  distribute  its  receipts  among  the  associated 
companies  pro  rata  according  to  their  invoices,  commencing  with  the  oldest,  shall 
always  have  the  privilege  of  releasing  itself  by  payment  in  advance. 

The  payment  of  invoices  shall  be  in  specie  or  in  bankable  paper  at  the  option  of 
the  bureau,  discounted  at  the  bank's  rate,  and  placed  in  the  account  current  at  their 
value  on  the  day  of  remittance. 

The  expenses  of  negotiating  paper  on  banks  located  elsewhere  (valeurs  d6plac£es) 
shall  be  charged  to  the  general  expense  account  of  the  company. 

The  sums  which  any  company  may  prefer  not  to  receive  shall  be  placed  in  an 
account  of  deposit  bearing  an  interest  equal  to  that  which  the  company  can  obtain 
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from  its  bankers,  it  being  agreed  that  the  bureau  shall  not  receive  these  deposits 
except  in  proportion  as  it  can  place  them  exclusively  in  advance  of  payment  on  the 
invoices  sent,  and  that  consequently  the  bureau  can  limit  their  amount. 

ARTICLE  40. 

A  special  reserve  fund  shall  be  created,  designed  to  cover  losses  arising  from  bad 
debts. 

This  fund  shall  be  made  up  and  supplied  by  a  deduction  of  one-half  per  cent  on 
the  amount  of  all  invoices  sent  to  the  bureau.  If  by  a  course  of  extraordinary 
mishaps  this  reserve  fund  is  found  insufficient  to  repair  the  losses  of  a  budget,  it 
shall  be  increased  by  means  of  an  extraordinary  reduction. 

The  deduction  of  one-half  per  cent  shall  no  longer  take  place  when  the  reserve 
fund  reaches  three  hundred  thousand  (300,000)  francs.  It  shall  be  resumed  when 
this  maximum  is  reduced. 

At  the  time  of  the  liquidation  of  the  company,  the  remainder  available  from  the 
reserve  fund  shall  be  distributed  among  all  the  companies  proportionately  to  the 
contributions  they  have  made  to  it. 

ARTICLE  41. 

To  encourage  efforts  on  the  part  of  the  companies  to  improve  the  quality  of  their 
pig  iron,  and  to  render  them  favorably  disposed  toward  new  methods,  it  is  agreed 
that  if  a  purchaser  insists  on  a  certain  mark  and  consents  to  pay  more  for  it  than  for 
others  of  the  same  class,  the  increase  of  price  shall  revert  wholly  to  the  producing 
company  on  the  quantities  which  shall  have  there  been  produced,  without  the  dis- 
count for  general  expenses  and  the  special  deduction  provided  for  in  article  forty  (40) . 

If,  inversely,  the  pig  iron  of  a  company,  by  reason  of  its  bad  quality,  can  not  be  sold 
except  at  a  lower  price  than  that  obtained  for  other  pig  of  the  same  numbers  and 
kinds,  the  abatement  in  price  must  be  borne  by  the  producing  company. 

Each  company  is  responsible  for  the  weight  and  quality  of  the  iron«ehipped  by  it 
for  the  bureau's  account. 

ARTICLE  42. 

In  order  to  take  into  account  the  advantages  resulting  to  the  producers  of  pig  iron 
of  the  Nancy  group  from  their  geographical  position,  these  producers  shall  receive  a 
premium  of  four  francs  a  ton  on  foundry  pig  iron,  three  francs  sixty-two  and  a  half 
centimes  a  ton  on  Thomas  pig  iron,  and.  three  francs  twenty -five  centimes  a  ton  on 
forge  pig. 

In  consequence,  the  average  prices  of  sale  which  shall  constitute  the  prices  of 
invoice  for  the  Longwy  group  of  companies  shall  be  increased  by  the  difference  above 
stated  for  all  the  pig  iron  which  the  companies  of  the  Nancy  group  shall  deliver  to 
the  bureau.  The  deliveries  made  by  the  Nancy  group  of  companies  for  the  bureau's 
account  are  discounted  in  the  averages  of  sale  to  prices  arising  f.  o.  b.  at  Villerupt. 
The  deliveries  made  by  works  of  the  Longwy  group  are  likewise  discounted  in  the 
averages  of  sale  to  prices  arising  f.  o.  b.  at  Villerupt.  The  excess  in  transport  for 
the  shipments  of  Gorcy  remain  at  the  charge  of  that  works. 

ARTICLE  43. 

The  bureau  may  rent  at  each  works  a  plot  of  ground,  where  the  pig  iron  invoiced 
to  it  shall  be  placed.  It  shall  be  the  bureau's  property  and  held  constantly  at  its 

The  loading  of  this  pig  on  trains  and  on  boats  shall  be  done  by  the  producer  and 
at  his  expense. 

The  bureau  may  always  cause  to  be  verified  the  quantities  and  the  quality  of  the 
pig  reserved  on  its  plot,  but  this  verification  shall  not  diminish  the  responsibility 
incumbent  upon  producers  by  virtue  of  article  forty-one  (41). 

ARTICLE  44. 

When  there  shall  be  occasion  to  bring  an  action  against  a  purchaser  of  the  bureau, 
which  shall  be  decided  in  meeting,  or  to  defend  on  behalf  of  the  bureau,  the  action 
in  court  shall  be  carried  on  by  the  director  in  the  name  of  the  bureau. 

In  all  contests  based  on  a  circumstance  ascribable  to  one  of  the  associated  com- 
panies, especially  over  the  quality  or  the  nature  of  the  pig,  the  bureau  shall  require 
as  a  guaranty,  except  by  a  contrary  decision  of  the  council,  at  least  that  this  com- 
pany will  accept  the  consequences  of  the  trial  without  being  obliged  to  become  a 
party  thereto. 
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ARTICLE  45. 

During  the  duration  of  the  present  agreement,  the  companies  expressly  forbid 
themselves  to  make  any  sales,  direct  or  indirect,  of  pig  iron  produced  in  Meurthe-et- 
Moselle  and  in  the  Meuse,  except  sales  abroad. 

They  likewise  forbid  all  speculations,  direct  or  indirect,  in  minette  pig  or  other  of 
similar  quality. 

ARTICLE  46. 

In  case  new  members  come  to  form  part  of  the  company,  the  contracts  concluded 
by  them  before  their  entry  into  the  company  and  by  the  bureau  shall  be  mutually 
handed  over  for  the  account  of  each. 

An  equivalent  in  weight  of  the  stock  of  the  bureau  and  of  the  new  members,  on 
the  day  of  the  entry  of  the  latter,  shall  be  reserved  and  employed  in  carrying  out  the 
delivery  of  these  sales  to  their  extent;  in  case  this  stock  is  insufficient,  the  amount 
lacking  shall  be  deducted  from  the  current  production  at  times  of  future  deliveries. 
The  quantities  thus  deducted  shall  be  charged  to  the  quantum  of  production  assigned 
to  each  works,  and  the  latter  must  reduce  to  that  extent  their  deliveries  to  the 
bureau. 

TITLE  VIII. — Inventories,  appointments. 

ARTICLE  47. 

An  inventory  of  the  assets  and  liabilities  of  the  company  shall  be  made  on  the 
thirtieth  of  June  and  the  thirty-first  of  December  of  each  year. 

The  stock  shall  be  valued  at  an  average  sale  price  of  the  quantities  remaining  to  be 
delivered  on  the  contracts  for  each  sort  of  pig  iron,  a  liberally  estimated  deduction 
being  made  for  the  expenses  of  realizing  on  the  same. 

Contracts  at  variable  prices,  known  as  the  sliding  scale,  are  not  to  be  included  in 
the  averages,  except  for  the  quantities  to  be  delivered  in  the  six  months  following 
at  an  approximate  price  resulting  from  the  market  price  of  coke  received  during  said 
six  months. 

The  profits  or  losses  other  than  those  resulting  from  bad  debts  shall  be  assigned  to 
each  company  or  borne  by  it  proportionately  to  the  value,  bounties  and  premiums 
included,  of  all  the  pig  iron  which  it  shall  have  invoiced  to  the  bureau  during  the 
period  of  the  budget,  with  the  exception  of  the  special  pig  iron  mentioned  in  arti- 
cles twenty-four  (24)  and  thirty-four  (34). 

TITLE  IX. — Contests,  modifications,  general  dispositions. 
ARTICLE  48. 

Each  of  the  associated  companies  or  its  attorney  shall  always  have  the  right  of 
access  to  the  correspondence  and  all  the  books  in  the  offices  of  the  bureau,  but  with- 
out the  power  of  authorizing  a  stranger  to  interfere  in  the  affairs  of  the  company. 

ARTICLE  49. 

Every  contest  between  the  associated  companies  on  the  subject  of  the  execution 
of  the  present  agreements  shall  be  submitted  to  arbitration.  One  arbiter  shall  be 
named  by  the  council  of  administration  by  a  relative  majority,  excluding  the  votes 
of  the  dissenting  company;  a  second  arbiter  by  the  dissenting  company,  and  a  third 
by  the  president  of  the  chamber  of  commerce  of  Nancy.  These  three  arbiters  shall 
judge,  without  appeal,  as  compounders. 

The  decision  of  the  arbiters  shall  be  made  within  a  month.  If  not  so  made,  their 
appointment  shall  be  annulled  and  new  arbiters  appointed  in  the  same  manner. 

The  parties  to  this  agreement  expressly  forbid  resort  to  the  courts  and  the  moving 
of  an  apj»eal  from  the  arbitrated  decisions.  By  an  express  condition  they  renounce 
henceforth  the  right  to  avail  themselves  of  any  provision  of  law  contrary  to  the  obli- 
gations which  they  accept  by  the  present  agreement. 

ARTICLE  50. 

In  the  manner  provided  for  in  article  twelve  (12)  such  modifications  whereof 
experience  shall  have  shown  the  need  can  be  made  in  the  present  agreement,  pro- 
vided they  do  not  conflict  with  the  rights  recognized  by  the  statutes  as  belonging  to 
each  company. 

Resolutions  establishing  these  modifications  must,  in  order  to  be  valid,  be  voted 
by  a  majority  of  five-sevenths  of  the  votes. 
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ARTICLE  51. 

In  case  of  the  dissolution  of  one  of  the  associated  companies,  the  company  of  the 
Metallurgical  Bureau  of  Longwy  shall  not  be  dissolved;  it  shall  continue  in  full  force 
as  between  the  other  companies.  The  amount  of  the  interest  of  the  society  dissolved 
shall  be  liquidated  and  distributed  conformably  to  the  company  inventory. 

TITLE  X  AND  LAST. — Dissolution,  liquidation. 
ARTICLE  52. 

The  dissolution  of  the  company  may  occur  before  the  limit  fixed  for  its  continu- 
ance, provided  that  such  dissolution  be  demanded  or  accepted  by  six-sevenths  of  the 
votes  at  least  one  year  in  advance. 

In  case  of  new  blast  furnaces  being  erected  in  the  departments  of  Meurthe-et- 
Moselle  and  of  the  Meuse,  the  dissolution  may  be  voted  by  a  majority  of  four-sevenths 
of  the  votes,  on  the  written  demand  of  three  associated  companies,  made  six  months 
in  advance. 

ARTICLE  53. 

When  the  dissolution  of  the  company  occurs,  either  by  expiration  of  the  term 
fixed  or  by  an  earlier  dissolution,  liquidation  shall  be  made  by  a  commission  com- 
posed of  all  the  members  01  the  council. 

This  commission  of  liquidation  shall  be  invested  with  all  the  powers  conferred  by 
the  present  statutes  on  the  council  of  administration,  and  it  shall  exercise  them  on 
the  same  conditions. 

It  may  name  one  or  more  liquidators,  and  confer  on  them  all  or  a  part  of  its  powers. 

ARTICLE  54. 

Contracts  remaining  to  be  executed  at  the  time  of  dissolution  shall  be  carried  out 
by  the  aid  of  the  stock.  In  case  this  is  not  sufficient  the  remainder  shall  be  furnished 
by  all  the  associated  companies  pro  rata  in  accordance  with  the  quantum  of  produc- 
tion assigned  to  each  of  them  in  the  six  months  preceding.  The  associated  com- 
panies shall  not  commence  to  sell  iron  on  their  own  account  before  the  bureau  has 
contracted  for  the  whole  amount  of  its  stock,  plus  the  quantum  of  production  assigned 
to  each  of  the  associated  companies  up  to  the  day  fixed  for  the  dissolution  of  the 
company. 

The  commission  of  liquidation  shall  fix  the  time  at  which  sale  shall  be  free  to  the 
associated  companies. 

ARTICLE  55. 

The  conditions  established  in  article  forty-seven  (47)  for  the  bi-yearly  inventories 
and  the  apportionment  of  profits  and  losses  shall  continue  to  govern  during  the 
period  of  liquidation.  However,  the  losses  or  profits  which  may  result  from  the  sale 
of  the  chattels  or  realty  of  the  company  shall  be  distributed  among  the  companies 
pro  rata  in  accordance  with  the  value  of  the  iron  produced  by  them  for  the  company 
since  its  origin,  the  first  of  August,  eighteen  hundred  and  ninety-nine. 

ARTICLE  56. 

For  the  deposit  and  publication  of  these  agreements,  in  accordance  with  law,  full 
power  is  given  to  the  bearer  of  an  abstract  or  of  one  of  the  original  copies  of  these 
agreements. 

ARTICLE  57. 

The  council  of  administration  possesses  full  powers  for  the  purpose  of  making 
agreements  with  all  companies  possessing  blast  furnaces  situated  in  Meurthe-et- 
Moselle  and  in  the  Meuse,  by  virtue  of  which  the  iron  produced  by  the  establishments 
of  these  companies  shall  be  sold  in  whole  or  in  part  through  the  agency  of  the 
Metallurgical  Bureau  of  Longwy. 

Done  in  as  many  originals  as  there  are  parties  concerned,  plus  two  additional  ones 
for  deposit  at  the  clerk's  office  of  the  court  of  commerce  of  Briey,  and  at  the  clerk's 
office  of  the  justice  of  peace  of  Longwy,  at  Longwy,  the  first  of  August,  one  thousand 
eight  hundred  and  ninety-nine. 


CHAPTER  IV. 

AUSTRIA. 

EXTENT  OF  COMBINATION  MOVEMENT. 

In  many  ways  the  development  of  the  industrial  combinations  in  Austria  has  been 
more  interesting  than  in  any  other  country  of  Europe,  inasmuch  as  the  Government 
has  felt  called  upon  to  take  a  more  active  interest  in  them  than  has  been  the  case 
elsewhere. 

Apparently  the  modern  combination  movement  in  Austria  started  especially  as  the 
result  of  the  industrial  depression  of  the  seventies.  During  the  later  eighties  the 
movement  had  attained  great  proportions,  and  during  the  last  few  years  combina- 
tions have  been  formed  in  very  many  lines  of  industry.  One  of  the  leading  officers 
in  the  department  of  finance  of  the  Government  states  that,  in  his  judgment,  there 
are  combinations  in  nearly  every  branch  of  business  of  importance,  although  in  very 
many  cases  he  believes  that  these  agreements  are  secret.  The  general  opinion  seems 
to  be  that  the  combinations  in  most  cases  started  with  the  manufacturers  who  were 
feeling  the  pressure  of  competition,  and  that  they,  through  increasing  their  prices,  in 
many  instances  have  forced  the  dealers  into  a  combination  or  forced  other  manufac- 
turers who  were  dependent  upon  them  for  their  raw  materials  likewise  to  unite  in 
order  to  protect  themselves.  This  process  has  been  continued  until  agreements  are 
very  general. 

The  following  is  reprinted  from  the  grounds  upon  which  the  national  court 
(LandetgcricfU)  sitting  in  Bochum  handed  down  judgment  against  the  United  Han- 
nibal Mine  on  July  12,  1899: 

"1.  The  agreement  which  the  united  mines  made  with  the  coal  syndicate  is  a  busi- 
ness contract  of  a  unique  sort.  The  mines  are  to  deliver  their  products  to  the  coal 
syndicate;  on  the  other  hand,  the  latter,  in  its  capacity  as  purchaser,  is  obligated  to 
take  these  products  off  the  hands  of  the  mines,  and  in  its  capacity  as  seller  to  further 
dispose  of  them  in  the  interest  of  the  united  mines.  If  now  the  syndicate  is  thus 
obligated  to  purchase  and  sell  the  product  of  each  mine  belonging  to  it,  it  has  also 
the  right  corresponding  to  the  sphere  of  duties  thus  imposed  upon  it,  to  demand  of 
each  mine  belonging  to  the  syndicate  that  said  mine  shall  hand  over  to  the  syndicate 
and  allow  the  syndicate  to  sell  its  products  so  far  as  these  are  not  expressly  excepted 
from  such  further  sale  by  the  syndicate.  (See  sec.  1  of  the  syndicate  agreement.) 
The  coal  syndicate,  therefore,  depends  upon  no  external  right,  but  solely  upon  its 
own  contractual  right,  when  it  demands  of  the  defendant  that  the  latter  shall,  during 
the  term  of  the  syndicate  agreement,  deliver  to  it  (the  coal  syndicate)  the  coal  pro- 
duced by  the  defendant's  mine  in  so  far  as  said  coal  is  not  used  for  the  defendant's 
own  purposes  or  for  the  purpose  of  running  defendant's  own  works  or  is  otherwise 
excepted  from  further  sale  by  the  syndicate. 

' '  2.  The  coal  syndicate  possesses  this  right  for  the  whole  term  of  the  agreement.  It 
follows  from  this  that  the  separate  mines  belonging  to  the  syndicate  have  relin- 
quished to  the  syndicate  the  right  of  freely  disposing  of  their  products  to  the  extent 
mentioned  above  for  the  same  term.  They  must  during  this  entire  time  deliver 
their  product,  as  provided  for  in  the  agreement,  to  the  coal  syndicate,  and  they  can 
not  by  a  one-sided  transaction  withdraw  themselves  from  this  obligation.  This  con- 
tractual limitation  of  the  right  of  freely  disposing  of  their  product  has,  to  be  sure, 
the  character  of  a  self-imposed  obligation  only;  it  is  of  no  effect  as  regards  third 
parties.  The  Hannibal  Association  could,  therefore,  sell  and  transfer  its  mine  to 
Krupp,  and  such  contract  of  sale  is  not  invalid.  It  conflicts,  however,  with  the 
obligation  which  by  agreement  the  Hannibal  Company  assumed  toward  the  coal 
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syndicate,  because  the  Hannibal  Company  thereby  rendered  itself  incapable  of  ful- 
filling its  contract  to  deliver  coal  to  the  syndicate  during  the  term  of  the  agreement. 
By  virtue  of  this  agreement,  however,  the  coal  syndicate  has  immediate  recourse  in 
its  claim  for  the  performance  of  the  principal  part  of  the  contract— ^i.  e. ,  the  delivery 
of  coal.  If  the  Hannibal  Company  has  by  voluntary  act  rendered  itself  incapable  of 
performing  the  principal  part  of  its  contract  it  must  instead  pay  the  syndicate  an 
indemnity  in  money.  The  amount  of  this  indemnity  was  determined  in  advance  by 
section  8,  No.  1,  of  the  syndicate  agreement,  at  50  marks  (about  $12.50)  for  each  ton 
of  coal  below  the  amount  which  by  agreement  was  to  be  delivered  to  the  syndicate 
during  the  current  agreement  period. 

' '  3.  The  plea  which  the  defendant  Hannibal  Company  makes  with  regard  to  section 
2,  No.  7,  of  the  syndicate  agreement,  is  in  conflict  with  good  faith.  As  was  set  forth 
under  1  and  2,  the  sale  of  the  mine  to  Krupp  was  a  breach  of  the  contract  with  the 
coal  syndicate.  From  injustice  the  one  guilty  of  the  injustice  can  not  derive  a  right. 
Sections  1  and  8  of  the  syndicate  agreement  forbid,  under  considerable  penalties,  the 
evasion  of  the  provisions  of  the  agreement  by  the  direct  sale  of  the  products  of  the 
mines  to  third  parties.  The  action  of  the  defendant  Hannibal  Company  was  clearly 
in  conflict  with  the  palpable  meaning  and  intent  of  the  syndicate  agreement  when 
it  sold,  not,  indeed,  the  coal  product,  but  rather  the  total  amount  of  yet  unmined 
coal  in  its  mines,  to  a  third  consumer  who  was  not  legally  connected  in  any  way  with 
the  coal  syndicate,  and  who  was,  moreover,  not  only  unwilling  to  fulfill  the  obligations 
which  the  Hannibal  Company  had  assumed  to  the  syndicate,  but  was  even  openly 
desirous  of  using  the  output  of  the  mines  for  his  own  purposes  and  hence  withdraw 
ing  it  from  the  market. 

"The  provision  contained  in  section  2,  No.  7,  of  the  syndicate  agreement  can  be 
understood  only  in  connection  with  the  other  provisions  of  the  agreement,  and 
especially  in  connection  with  sections  1  and  8.  It  has  in  view  only  those  cases  in 
which  mine  owners,  for  reasons  which  need  no  defense,  are  unable  to  produce  their  full 
quota  of  the  product,  as,  for  example,  when  production  is  hindered  by  unusual  acci- 
dents or  by  natural  limitations.  If,  under  such  circumstances,  the  mine  owner  makes 
a  motion  in  due  time  and  in  good  faith  for  a  reduction  of  the  quota  assigned  him  the 
board  of  directors  is  obliged  to  grant  it  without  opposition. 

"  4.  From  the  foregoing  the  following  important  points  follow: 

"  (a)  The  agreement  concluded  between  the  coal  syndicate  and  the  mines  belong- 
ing to  the  syndicate  is  of  such  a  nature  that  the  latter  may  not  by  a  one-sided  act  on 
their  part  force  into  their  places  third  persons,  either  real  or  artificial,  without  the 
consent  of  the  other  members  of  the  association. 

"  (6)  It  would  by  no  means  be  in  accordance  with  the  intent  of  the  contracting 
parties  at  the  time  the  syndicate  agreement  was  entered  into  if  Krupp  should  now 
recognize  that  as  the  legal  successor  of  the  Hannibal  Company  he  had  indeed  taken 
over  its  obligations  to  the  syndicate,  but  that  he  was  no  longer  obliged  to  deliver  coal 
to  the  syndicate  since  he  needed  it  to  run  his  own  works.  As  a  large  consumer  of 
coal  and  coke  Krupp  was  obliged  to  reckon  with  the  existence  of  the  syndicate.  By 
the  purchase  of  the  Hannibal  mine  he  is  undoubtedly  no  longer  so  much  dependent 
upon  the  syndicate.  A  consolidation  between  his  works  and  one  of  the  syndicate 
mines,  therefore,  runs  directly  counter  to  the  purpose  of  the  syndicate  agreement. 
From  the  foregoing  it  also  follows  that  the  same  result  is  not  to  be  reached  by  a  plan 
whereby  the  Hannibal  Company,  for  instance,  should  buy  up  the  Krupp  Works  and 
thereupon  declare  that  it  needed  its  coal  product  in  its  own  business  and  was  there- 
fore no  longer  obliged  to  deliver  any  to  the  syndicate.  Section  1,  No.  2a,  of  the 
syndicate  agreement,  which  does  indeed  except  from  sale  through  the  syndicate  the 
coal  necessary  for  the  purposes  of  and  for  the  running  of  the  works  of  the  mines  them- 
selves, is  to  be  interpreted  according  to  its  intent,  as  good  faith  demands,  which  is 
here  to  include  only  the  running  of  those  works  in  connection  with  the  mines  which 
were  in  existence  at  the  time  the  agreement  was  made. 

"Not  a  single  iron  works  which  was  also  the  owner  of  [coal]  mines  has  joined  the 
coal  syndicate.  The  interests  [of  the  two  kinds  of  enterprises]  are  too  divergent.  It 
is  therefore  self-evident  that  the  mines  belonging  to  the  syndicate  may  not  by  the 
building  or  purchase  of  iron  works  withdraw  from  the  obligations  which  they  have 
undertaken  and  thus  in  an  unloyal  way  jeopardize  the  interests  of  the  association  to 
which  they  belong  by  virtue  of  the  syndicate  agreement. 

"  (c)  The  obligations  which  the  mines  belonging  to  the  syndicate  assumed  in  the 
syndicate  agreement  are  of  a  personal  nature;  they  rest  only  upon  the  contracting 
mines  in  their  relation  to  the  syndicate;  they  are  not  to  be  transferred  without 
further  ceremony  to  the  successors  in  ownership,  as  real  incumbrances  resting  upon 
the  mines," 
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PUBLIC  SENTIMENT. 

Probably  nowhere  else  in  Europe  has  public  feeling  regarding  combinations  been 
so  like  that  found  in  the  United  States  as  in  Austria.  The  number  of  combinations 
has  been  large,  and  in  some  instances — for  example,  in  the  iron  industry  and  in  the 
sugar  industry — they  have  affected  articles  of  common  consumption  so  that  the 
attention  of  the  public  has  been  very  generally  called  to  them.  The  iron  combina- 
tion, which  at  the  present  time  includes  practically  all  of  the  important  manufac- 
turers of  iron  in  Austria  and  Hungary,  occupies  much  the  same  position  in  Austria 
that  the  Standard  Oil  Company  does  in  the  United  States,  being  the  one  combination 
that  is  most  frequently  attacked  by  public  speakers  and  writers.  While  the  news- 
papers and  many  public  speakers  in  Austria  have  frequently  expressed  the  opinion 
that  these  combinations  are  very  oppressive,  the  leading  business  men  and  many  of 
the  economists  think  that  in  spite  of  various  abuses  that  have  arisen  the  combinations 
perform  an  important  economic  function  and  are  really  necessary  for  the  proper 
development,  in  accordance  with  modern  methods,  of  the  leading  manufacturing 
industries. 

Owing  in  part  to  this  pressure  on  the  part  of  the  public  and  in  part  to  the  need  for 
controlling  more  carefully  the  revenues,  the  Austrian  Government  in  1897  introduced 
a  bill  into  the  Parliament  for  the  purpose  of  controlling  certain  of  these  industrial 
combinations,  especially  those  manufacturing  articles  like  sugar  and  beer,  which  are 
of  common  consumption.  This  move  toward  legislation  will  be  explained  in  detail 
later.  Even  since  the  introduction  of  that  bill,  which  to  the  present  time  has  not 
become  a  law,  the  Government  and  chambers  of  commerce  have  made  investiga- 
tions on  the  subject,  so  that  there  seems  to  be  little  doubt  that  some  active  attempt 
at  legislation  will  be  made  in  the  near  future,  provided  the  legislature  can  free  itself 
temporarily  from  the  jealousies  between  the  Czechs  and  the  Germans  long  enough  to 
enable  it  to  do  important  public  business. 

REASONS  FOR  COMBINATION. 

In  Austria,  as  elsewhere,  the  reasons  put  forward  for  the  formation  of  the  combi- 
nations differ  considerably  with  the  point  of  view  of  the  speaker,  and  with  the  cir- 
cumstances under  which  he  is  speaking.  When  one  talks  in  private  with  a  member 
of  the  combinations  regarding  the  causes  for  their  formation,  while  he  may  speak  of 
the  savings  that  it  was  hoped  to  effect,  the  thought  that  after  all  seems  most  prom- 
inent in  his  mind  is  the  elimination  of  ruinous  competition.  So  far  as  one  can  see, 
this  feeling  regarding  the  ruinous  effect  of  competition  has  been  keener  in  Austria 
than  in  the  United  States,  while  the  thought  of  effecting  savings  in  the  cost  of  pro- 
duction has  not  been  so  much  emphasized.  As  will  appear  later,  this  difference  in 
motive  is  largely  due  to  the  forms  of  combinations  found  in  Austria  and  Germany, 
and  to  the  results  that  they  are  expected  to  accomplish.  In  the  United  States  it  is 
probable  that  improvements  in  methods  of  manufacture  and  savings  therefrom  have 
been,  together  with  lessening  of  competition,  at  times  the  prominent  arguments 
brought  forward  in  effecting  the  combination.  In  these  European  countries,  on  the 
other  hand,  where  the  consolidation  is  less  complete,  amounting  in  many  cases  often 
to  merely  a  selling  bureau,  the  savings  in  the  costs  and  lessening  the  difficulties  of 
marketing  the  product  are  the  ones  that  have  appealed  most  to  the  business  men. 

Another  reason  why  the  thought  of  ruinous  competition  has  been  made  some- 
what more  prominent  there  is  possibly  the  fact  that  in  many  cases  in  both  Ger- 
many and  Austria  the  chief  promoters,  both  of  large  corporations  and  of  these 
combinations  among  business  men,  are  bankers,  whereas  in  the  United  States  the 
promoters  are  much  less  frequently  of  that  profession.  As  is  well  known,  it  is  a 
common  custom  in  continental  Europe  for  the  banks  to  pay  2  or  3  per  cent  and  some- 
times even  a  higher  rate  of  interest  upon  deposits.  It  is  often  difficult  for  the  banks 
to  make  regular  loans  which  will  yield  them  a  sufficient  net  revenue  above  this  interest 
to  make  business  profitable.  In  consequence,  it  is  natural  for  them  to  look  about  for 
other  means  of  investing  their  money;  and  the  result  is  that  they  become,  in  many 
cases,  the  holders  of  stocks  in  industrial  enterprises  to  a  very  great  extent;  often 
even  controlling  large  manufacturing  establishments,  and  themselves  electing  the 
boards  of  directors.  This  fact  that  the  combinations  in  many  cases  are  formed  at 
the  instance  rather  of  men  interested  in  the  financial  end  of  the  business  than  in  the 
technical  part  of  the  establishment  will  perhaps  account  for  the  emphasis  that  is 
placed  upon  the  fierceness  of  competition  and  lowered  profits  as  a  cause  for  the 
organization  of  the  combinations. 

Nevertheless,  in  various  instances  we  find  the  matter  of  savings  very  strongly 
emphasized.  For  example,  Herr  Wittgenstein,  the  founder  of  the  iron  combination 
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in  Austria,  in  a  report  that  he  made  in  1896  to  the  Chamber  of  Commerce  of  Prague, 
called  attention  to  the  fact  that  it  was  necessary  that  an  iron  establishment,  in  order 
to  work  efficiently,  be  run  all  of  the  time  at  its  full  capacity — otherwise  it  would  not 
be  possible  for  it  to  procure  in  the  best  tunes  a  sufficient  amount  of  skilled  labor, 
nor  could  the  capital  be  kept  so  profitably  employed.  The  possibility  of  securing 
this  full  employment  by  regulating  the  production  was,  therefore,  one  of  their  chief 
reasons,  according  to  Herr  Wittgenstein,  for  organizing.  Another  reason  was  the 
fact  that  without  combination  they  were  much  more  at  the  mercy  of  purchasers  than 
otherwise.  Still  another  one  was  that  when  the  establishments  were  working  inde- 
pendently they  each  needed  to  provide  heterogeneous  articles  of  all  kinds  for  their 
customers,  and  were,  in  consequence,  unable  to  specialize  as  different  plants  can  do 
when  they  are  working  in  harmony.  In  a  similar  way  Herr  Wittgenstein  continued, 
showing  the  various  methods  of  saving  from  the  combination  quite  after  the  style 
that  has  been  followed  by  the  managers  of  the  iron  combinations  in  the  United 
States. 

Perhaps  another  instance  even  more  striking,  where  the  savings  of  the  wastes  of 
competition  were  prominent  in  bringing  about  the  combination,  is  found  in  the  case 
of  the  Vienna  Soda  Water  Manufacturers'  Company.  The  45  different  producers  of 
soda  water  of  various  kinds,  syphons  and  charged  waters  of  various  flavors  found  so 
commonly  in  European  cities,  realized  that  there  were  very  many  expenses  in  connec- 
tion with  the  business  which  could  be  eliminated  if  they  were  willing  to  unite;  and, 
as  a  consequence,  28  of  them  formed  a  single  joint-stock  company  in  order  that  these 
savings  might  be  effected.  The  savings  were  partly  those  connected  with  the  manu- 
facture, partly  those  connected  with  the  distribution.  Naturally  the  most  active  time 
in  that  business  is  the  hot  season,  in  winter  there  being  very  little  call  for  the  waters; 
but,  generally  speaking,  the  producer  was  obliged  to  keep  the  same  help  throughout 
the  winter  in  order  to  be  able  at  the  opening  of  the  busy  season  to  supply  his  cus- 
tomers at  once,  with  the  assistance  of  trained  help  who  understood  not  merely  the 
manufacturing  business,  but  also  the  habits  of  •  the  dealers  and  consumers.  Each 
manufacturer  had  also  been  in  the  habit  of  delivering  goods  all  over  the  large  city  of 
Vienna  and  in  the  suburbs.  The  combination  enabled  them  to  divide  the  city  into 
districts  and  make  the  delivery  over  much  shorter  distances,  bringing  about  not 
merely  a  saving  in  energy,  but  also  a  very  large  saving  in  the  number  of  reserve 
syphon  bottles  needed,  as  well  as  in  the  laborers  in  charge  of  filling  the  syphons  and 
in  making  the  deliveries.  The  number  of  teams  was  gradually  lessened,  the  rent  of 
buildings,  the  amount  of  bookkeeping,  the  extent  of  service,  were  all  reduced  to  a 
very  great  degree.  Likewise  they  were  enabled  through  a  joint  buying  of  materials 
necessary  for  their  production  to  secure  much  lower  prices  and  to  obtain  a  better 
quality  of  goods.  All  of  these  savings  were  so  clearly  known  beforehand  that  they 
might  be  considered  as  the  chief  causes  in  the  bringing  about  of  this  and  similar 
combinations.  In  this  instance,  it  will  be  noted,  the  combination  took  the  form  of 
a  single  corporation,  quite  after  the  American  custom. 

The  element  of  saving  in  freight,  owing  to  delivery  from  the  nearest  plants,  which 
has  been  so  prominent  in  many  of  the  American  combinations,  appears  naturally  in 
some  of  these  local  organizations,  such  as  the  one  just  mentioned,  but  does  not  appear 
to  anything  like  the  same  extent  in  the  case  of  the  larger  combinations  of  Europe, 
owing  to  the  fact  that  their  countries  are,  relatively  speaking,  much  smaller,  and  the 
range  of  their  markets,  from  the  point  of  view  of  mileage,  is  much  less.  More  strik- 
ing still,  perhaps,  in  many  instances,  is  the  fact  that  practically  without  exception 
there  are  no  discriminations  in  freight  rates  to  special  customers  in  any  of  the  leading 
European  states. 

The  scientific  writers  on  the  subject  of  industrial  combinations  and  their  causes,  in 
their  public  addresses,  seem  to  lay  chief  emphasis  upon  the  advantages  which  come 
from  regulating  the  supply  in  order  to  meet  the  normal  demand,  anal  in  that  way  to 
prevent  the  danger  of  a  crisis  in  special  industries  due  to  overproduction  resting  upon 
lack  of  knowledge  of  the  probable  demands  of  the  market. 

FORMS  OP  COMBINATIONS. 

1.  While  in  the  United  States  attention  has  sometimes  been  called  to  local  com- 
binations as,  for  example,  that  among  the  brewers  at  Pittsburg,  or  at  Cleveland  and 
Sandusky,  our  thought  has  been  so  centered  upon  the  larger  national  organizations 
that  little  attention  has  been  paid  to  those  that  are  merely  local.  One  hears  some- 
what more  frequently  of  local  combinations  in  Europe.  Mention  has  already  been 
made  of  the  soda  water  manufacturers  of  Vienna.  That  organization,  entirely  local 
in  its  scope,  is  a  company  organized  under  the  regular  corporation  laws  of  Austria, 
which  will  be  discussed  in  some  detail  in  the  proper  place.  Another  local  combina- 
tion in  that  city  among  the  brewers  is  organized  under  a  somewhat  different  plan. 
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Eleven  of  the  large  brewers  in  Vienna  have  made  an  informal  agreement,  which  is 
not  written.  They  meet  from  time  to  time  and  talk  over  the  conditions  of  business. 
Generally  speaking,  they  agree  not  to  cut  prices  against  one  another.  If  one  has  a 
special  brand  of  beer  that  through  careful  work  he  has  introduced  among  the  dealers, 
the  others  agree  not  to  attempt  to  substitute  with  that  dealer  another  brand  for  a 
leading  one. 

In  this  way  there  is  a  certain  division  of  the  territory  in  the  city  among  the  differ- 
ent brewers,  so  that  the  keenness  of  competition  has  been  lessened,  and  likewise 
considerable  saving  has  been  made  in  the  cost  of  deliveries. 

Perhaps  the  most  important  factor  in  this  combination,  at  any  rate  one  of  the 
most  important  ones,  is  their  cutting  off  credits  from  those  retail  dealers  who  do  not 
pay  their  bills  promptly.  If  a  dealer  fails  to  pay  any  one  of  the  members  of  the 
combination  the  others  refuse  absolutely  to  sell  to  him.  Informal  as  this  combination 
is  it  seems  to  have  been  effective;  and,  as  one  of  those  interested  in  the  matter  says, 
they  have  found  it  very  profitable. 

The  greater  part  of  the  combinations  regarding  which  one  hears  the  most  are 
national  in  their  scope,  embracing  a  large  proportion,  often  all,  of  the  important 
manufacturers  in  any  one  line  in  Austria.  Not  infrequently  the  agreements  concern 
only  Austria  or  Austria-Hungary  and  do  not  apply  to  the  export  trade,  that  being 
left  entirely  to  the  separate  members  of  the  combination.  The  largest  combinations, 
such  as  the  iron  and  sugar,  include  all  of  the  important  manufacturers  in  both 
Austria  and  Hungary,  although,  as  will  be  seen  later,  each  country  forms  a  unit 
within  the  combination  itself.  In  not  a  few  instances,  also,  these  Austrian  combi- 
nations have  working  agreements  with  combinations  in  Germany,  in  the  United 
States,  and  elsewhere. 

2.  The  form  of  combination  most  usual  in  Austria  is  what  in  the  United  States 
would  probably  be  called  a  pool ;  i.  e.  there  is  an  agreement  on  output  and  also  a  selling 
bureau.  These  agreements  very  frequently  concern  the  output,  often  concern  prices, 
and  sometimes  have  to  do  with  other  matters  in  connection  with  either  the  manu- 
facture or  sale  of  the  goods  concerned.  It  will  probably  serve  our  purpoes  best  to 
give  two  or  three  illustrations  of  the  more  prominent  ones,  which,  nevertheless,  vary 
somewhat  in  their  form. 

The  general  iron  combination  of  Austria- Hungary. — The  contracts  among  the  different 
members  of  this  combination  concern  4  different  kinds  of  products:  (1)  Roll  bar 
iron,  round,  square,  etc.;  (2)  structural  beams  and  U-iron;  (3)  heavy  sheets,  that  is, 
sheets  of  more  than  2  millimeters  thickness,  reservoir  and  kettle  sheets;  (4)  rail- 
road small  material. 

The  purpose  of  the  agreement  is  said  to  be  the  production  and  the  sale  of  the 
manufactured  products  named,  so  far  as  they  are  sold  within  the  tariff  limits  of 
Austria-Hungary.  In  order,  by  means  of  an  intelligent  understanding,  to  avoid  a 
useless  and  injurious  competition  it  is  the  intention  to  restrict  each  establishment  so 
far  as  possible  to  its  own  natural  market,  so  far  as  territory  is  concerned,  and  to 
secure  a  uniform  method  of  treating  dealers. 

To  each  one  of  the  members  of  the  agreement  is  assigned,  in  the  agreement  itself, 
a  certain  percentual  quota  of  the  entire  product  for  the  home  market,  based  on  its 
normal  production,  and  this  share  is  fixed  separately  for  each  one  of  the  four  differ- 
ent kinds  of  products  mentioned  above.  This  is  necessary,  inasmuch  as  some  of 
the  establishments  produced  only  certain  kinds  of  products  and  not  all  of  them. 
An  establishment  which  has  not  assigned  to  it  a  share  of  any  one  of  these  products 
is  not  permitted  to  undertake  the  manufacture  and  sale  of  that  product  during 
the  period  of  the  agreement.  These  agreements  have  been  made  for  periods  of  10 
years  each. 

In  the  contract  are  not  reckoned  products  which  are  exported  either  by  being  sent 
directly  into  the  foreign  country  or  through  being  sold  to  manufacturing  establish- 
ments (for  example,  manufacturers  of  wagons  or  of  locomotives),  and  by  them  used 
for  export.  In  similar  manner  products  are  not  reckoned  which  are  used  for  the 
immediate  manufacturing  needs  of  the  establishment  itself. 

In  order  to  determine  and  to  control  the  percentage  of  output  of  each  one  of  the 
members,  there  has  been  created  a  so-called  evidence  bureau  in  Vienna,  to  which, 
every  10  days,  is  sent  by  each  member  of  the  combination  a  detailed  report  of  its 
output  of  each  one  of  the  separate  qualities  of  goods  mentioned  in  the  agreement, 
with  the  place  from  which  the  goods  are  shipped  and  the  price  for  which  they  are 
sold.  Each  month  the  evidence  bureau  brings  together  these  reports  of  all  of  the 
members  into  one  table  and,  on  the  basis  of  the  percentage  allowed,  shows  to  each 
establishment  whether  it  and  the  other  members  have  sold  more  or  less  than  the 
amount  to  which  they  are  entitled,  how  much  they  are  still  entitled  to  sell,  or 
exactly  how  much  they  are  in  excess.  From  this  monthly  report  each  one  can  then 
tell  whether  he  should  check  his  sales  during  the  coming  month  or  should  attempt 
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to  push  them  somewhat  further.  These  reports  to  the  evidence  bureau  are  tested 
by  the  officers  of  this  bureau  itself  at  the  different  establishments. 

If  it  should  be  shown  that  a  member  has  purposely  left  his  report  incomplete, 
there  is  a  penalty  of  10  gulden  to  be  paid  for  each  meter-centner  not  thus  reported. 
The  decision  regarding  such  questions  is  given  to  a  special  arbitration  committee 
established  from  time  to  time  as  occasion  arises. 

At  the  head  of  this  evidence  bureau  there  is  an  executive  committee  of  2  mem- 
bers, elected  from  year  to  year  by  the  members  of  the  combination.  This  executive 
committee,  working  in  harmony  with  the  evidence  bureau,  has  the  duty  of  carrying 
out  the  agreements,  and  especially  of  seeing  to  it  that  each  member  sells  no  more 
and  no  less  than  he  should,  in  order  to  abide  by  the  percentual  amount  allotted  him. 
Inasmuch  as  in  practice  it  is  not  possible  always  for  each  member  to  reach  the  exact 
amount  due  him,  those  who  have  sold  more  than  their  share  pay  to  those  who  are 
behind  a  certain  amount,  which  during  the  last  year  was  fixed  at  1£  florins  for  each 
meter-centner. 

Each  member  of  the  combination  is  permitted  to  transfer  his  share  entirely  or  in 
part  to  any  other  member.  In  order  to  make  it  sure  that  the  different  members  live 
up  to  their  agreements,  each  one  has  deposited  with  the  evidence  bureau  a  bond  for 
an  amount  proportionate  to  his  share  of  the  general  output. 

It  will  be  noticed  that  each  member  of  this  combination  is  entirely  independent 
as  regards  his  production,  and  that  he  sells  his  own  product  independently.  Although 
there  is  no  agreement  regarding  prices,  since  each  member  is  strictly  limited  in  the 
amount  of  his  production  for  the  home  market  and  is  not  at  liberty  to  extend  his 
sales  at  all  beyond  the  amount  agreed  upon,  he  will  naturally  attempt  to  secure  as 
good  prices  as  possible. 

Besides  this  general  agreement  between  the  Austrian  and  Hungarian  manufacturers, 
there  is  a  separate  agreement  among  some  of  the  different  members  themselves;  for 
example,  a  small  group  of  three  among  the  largest  manufacturers  have  a  common  sell- 
ing bureau  instead  of  having  each  one  of  the  separate  concerns  sell  independently. 
So  likewise,  speaking  generally,  among  the  Austrian  manufacturers,  not  merely  is 
the  percentage  of  output  agreed  upon,  but  there  are  also  certain  agreements  regarding 
prices.  It  will  readily  be  seen  that  it  is  possible  to  have  in  this  way  agreements 
within  agreements  so  long  as  the  general  nature  of  the  combination  is  of  the  char- 
acter already  set  forth. 

This  iron  combination  includes  substantially  all  of  the  manufacturers  in  both 
Austria  and  Hungary  who  are  of  special  importance,  but  within  the  last  year  or  two 
there  have  been  independent  companies  whose  competition  has  quite  materially 
checked  the  tendency  to  secure  large  profits. 

Another  factor  that  has  tended  to  strengthen  the  combination,  especially  among 
the  Austrians,  is  the  fact  that  Herr  Wittgenstein,  the  leader  among  the  Austrian 
manufacturers  and  the  real  founder  of  the  combination,  together  with  some  of  his 
more  intimate  business  associates,  are  very  large  stockholders  in  several  of  the  dif- 
ferent establishments,  so  that  there  is  real  unity  of  interest  which  tends  to  make  the 
combination  firm  aside  from  the  control  that  is  exercised  by  the  central  committee. 

Besides  this  general  iron  combination  there  is  also  an  agreement  among  the  rail 
manufacturers  which  differs  from  this  general  iron  combination  in  this  respect:  To 
every  member  is  guaranteed  the  same  selling  price  f.  o.  b.  at  the  works.  This  is 
secured  in  this  way:  Every  member  secures  for  the  rails  which  he  has  delivered  the 
selling  price  which  corresponds  to  the  average  price  secured  during  the  year  in 
question  by  all  of  the  members  of  the  combination.  If  one  member  has  secured  in 
that  year  a  less  amount  (freight  and  other  conditions  of  competition  being  taken  into 
account)  than  the  average,  he  receives  from  those  who  have  received  more  than  the 
average  enough  to  bring  both  to  the  average  price. 

The  sugar  combination. — The  sugar  combination  in  Austria,  which  has  formed  also  the 
model  for  the  new  sugar  combination  in  Germany,  to  be  explained  in  some  detail  later, 
has  had  a  varied  history.  The  first  start  toward  the  formation  of  the  combination  was 
apparently  given  in  1890  by  the  great  Hungarian  sugar  refineries,  at  that  time  newly 
erected.  The  first  combination  embraced  the  sugar  manufacturers  of  the  entire 
Austro-Hungarian  customs  district,  and  had  for  its  chief  principle  the  securing  of  the 
advantage  which  was  intended  to  be  given  by  the  protective  tariff.  At  that  time  the 
margin  between  the  duty  upon  raw  sugar  and  the  free  refined  sugar  had  been  lowered 
to  6  florins  and  50  kreutzer  per  meter-centner.  In  the  first  place  the  attempt  was 
made  to  fit  the  output  of  domestic  refined  sugar  to  the  actual  demand  by  a  general 
agreement,  but  in  July,  1891,  the  agreement  was  made  somewhat  more  definite. 
Under  the  new  articles,  to  each  establishment  was  assigned  a  definite  quantity  (its 
contingent)  as  a  maximum  which  itwasallowed  to  bring  forward  for  the  payment  of 
duty  within  a  determined  period.  This  amount  was  supposed  to  be  accurately  gauged 
by  the  domestic  demand.  Prices  then  were  not  fixed  under  the  agreement,  although 
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there  were  often  verbal  understandings  regarding  the  price.  This  combination,  made 
for  a  year,  was  later  extended  twice  for  periods  of  a  year  each.  The  effect  can  be  seen 
from  the  fact  that  the  margin  which  in  October,  1891,  had  dropped  as  low  as  4  florins 
45  kreutzer,  had  been  increased  in  October,  1892,  to  8  florins  75  kreutzer;  in  October, 
1893,  to  9  florins  30  kreutzer,  and  in  January,  1894,  to  10  florins  5  kreutzer.  In  1894, 
however,  the  price  of  raw  sugar  in  the  world  market  lowered  very  materially,  drop- 
ping from  some  24  florins  at  that  period  to  below  12  florins  a  year  later.  Besides 
this  influence  to  lower  the  profits  of  the  combination  new  competing  refineries  had 
been  erected  to  take  advantage  of  the  profitable  conditions  brought  about  through 
the  combination.  The  temptation  to  sell  independently  was  strong,  and  in  1894  the 
combination  was  dissolved.  January,  1895,  the  margin  had  fallen  to  6  florins;  in 
July  to  5  florins;  in  September  to  only  4  florins.  This  effect  brought  about  a  new 
combination  in  October,  1895,  made  for  two  years,  which  has  since  been  extended. 

The  form  of  the  combination  was  changed.  The  contingent  of  each  refiner  was 
agreed  upon  as  before,  and  for  every  meter-centner  entered  above  this  contingent  a 
penalty  of  10  florins  was  exacted.  In  order  to  secure  this  penalty,  shares  of  one  of  the 
prominent  sugar  refineries,  the  Chropine,  were  secured  jointly  by  factories  and 
placed  on  deposit  as  a  pledge.  In  order  still  further  to  make  the  combination  safe, 
an  attempt  was  made  not  merely  to  include  the  refineries,  but  also  the  manufac- 
turers of  raw  sugar,  by  allowing  them  half  of  the  profits  whenever  the  margin 
between  refined  and  raw  sugar  exceeded  6  florins,  it  being  understood  that  the 
manufacturers  of  raw  sugar  were  not  themselves  to  refine  nor  to  furnish  raw  sugars 
to  refiners  who  were  not  within  the  combination.  This  effort  at  first,  however, 
failed,  largely  because  certain  manufacturers  of  raw  sugar  felt  that  they  could  not 
pay  as  high  for  bids  as  could  the  manufacturers  of  raw  sugar  who  were  also  refiners 
and  included  in  the  combination.  At  length  the  raw-sugar  manufacturers,  crowded 
somewhat  by  the  conditions  outside  of  Austria  which  led  to  a  very  decided  fall  in 
prices  in  the  markets  of  the  world,  themselves  organized  in  order  to  enter  the  mar- 
kets of  the  world  on  somewhat  better  terms  than  they  otherwise  could  do.  Finally, 
in  1897-98,  a  joint  combination,  including  both  the  manufacturers  of  raw  sugar  and 
the  refiners,  was  organized,  which  has  been  extended  to  the  present  time.  The  gen- 
eral plan  of  organization  is  substantially  as  follows:  The  total  amount  of  sugar  needed 
for  Austria  is  agreed  upon  each  year.  The  percentage  of  refining  to  be  allowed  to 
each  sugar  refiner  is  determined.  Likewise  the  amount  of  raw  sugar  to  be  taken 
from  each  manufacturer  of  raw  sugar  is  fixed.  The  manufacturer  of  the  raw  sugar 
is  to  secure  for  his  product  whatever  price  he  can,  that  being  determined  naturally 
by  the  condition  of  the  market.  In  case  he  receives  less  than  15  florins  for  each 
meter-centner,  the  balance  up  to  that  amount  is  made  up  to  him  at  the  end  of  the 
yearly  period  out  of  a  fund  raised  by  a  proportionate  assessment  made  upon  the  refiners. 
The  raw-sugar  producers  on  their  part  agree  not  to  become  refiners  themselves,  and 
not  to  sell  raw  sugar  to  any  refiners  outside  the  combination.  In  case  the  raw-sugar 
manufacturers  can  secure  more  than  15  gulden  per  centner  for  their  profit  this  benefit 
goes  to  themselves. 

The  refiners  can  afford  to  guarantee  this  minimum  price  of  15  gulden  because  it 
keeps  the  raw-sugar  producers  from  becoming  refiners,  and  without  serious  compe- 
tition the  refiners  can  thus  fix  the  price  high  enough  to  make  it  pay.  In  this  way 
the  raw-sugar  producers  secure  a  good  price  for,  say,  two-fifths  at  least  of  their  prod- 
uct. The  export  price  is  of  course  likely  to  be  somewhat  lower. 

Nearly  all  of  the  refiners  and  of  the  raw-sugar  producers  are  in  the  agreement, 
which  has  been  arranged  for  a  definite  period  lasting  about  a  year  longer.  Those 
who  object  to  the  combination  are  mainly  some  of  the  producers  of  raw  sugar.  Their 
demand  has  at  times  put  up  the  price  of  bids  so  that  the  profits  even  with  the 
guaranteed  price  are  not  very  large.  However,  nearly  all  the  persons  in  Austria  who 
are  familiar  with  the  agreement  and  with  the  condition  of  sugar  manufacturing  there 
seem  to  think  that  the  existence  of  the  entire  sugar  industry  practically  depends  upon 
the  combination. 

Other  agreements. — Many  other  combinations  of  somewhat  less  importance  have 
been  made,  with  varying  "forms,  but  most  of  them  have  at  any  rate  a  selling  bureau, 
which  insures  uniform  prices,  as  well  as  an  agreement  upon  output.  For  example, 
the  wire  and  wire-tack  combination,  founded  in  1889,  consisted  primarily  of  a  joint 
bureau  called  The  Commercial  Bureau  of  Wire  and  Wire  Tack  Manufacturers  of 
Bohemia.  Seven  competing  firms  entered  into  this  combination  with  the  result  that 
the  production  was  limited  to  the  amount  that  the  selling  bureau  could  dispose  of. 
The  bureau  itself  does  not  work  for  profit,  but  has  its  expenses  distributed  among 
the  manufacturers  according  to  the  amount  of  product  delivered  by  each  member. 

The  combination  of  the  producers  of  enameled  ware  likewise  has  a  central  selling 
bureau  charged  with  the  marketing  of  domestic  and  kitchen  utensils  in  Austria- 
Hungary,  including  Bosnia  and  Herzegovina,  as  well  as  in  Roumania  and  Servia. 
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The  bureau  takes  the  orders  and  distributes  them  among  the  members  of  the  combina- 
tion. In  this  case  certain  manufacturers,  who,  for  various  reasons,  could  not  formally 
join  the  combination,  agree  to  the  conditions  and  the  prices  fixed,  and  sell  their  own 
products  under  those  conditions.  The  bureau  is  under  constant  control  and  inspec- 
tion by  the  manufacturers.  Aside  from  the  bureau,  this  combination  has  also  a  com- 
mittee as  an  executive  organ  of  the  general  assembly.  The  committee  consists  of  7 
members,  meets  monthly,  with  a  quorum  of  5  members,  keeps  track  of  the  condition 
of  the  market,  and  gives  directions  to  the  selling  bureau.  The  general  control  of  the 
entire  establishment  is,  of  course,  in  the  general  assembly,  in  which  each  member 
has  votes  corresponding  to  his  share  of  the  total  output. 

The  petroleum  combination  has  likewise  a  joint  selling  bureau  and  limits  each 
refiner  to  a  certain  percentage  of  the  entire  output.  Likewise  the  producers  of  the 
crude  oil  have  the  amount  which  shall  be  delivered  to  the  central  bureau  for  sale 
within  the  country  strictly  determined.  In  the  case  of  the  crude-oil  producers,  their 
combination  does  not  permit  them  to  sell  any  oil  either  obtained  from  their  own 
wells  or  bought  from  other  producers  to  persons  not  belonging  to  the  society  without 
the  mediation  of  the  executive  committee.  Members  are  permitted  to  sell  crude  oil 
to  one  another  with  the  consent  of  the  central  committee.  The  central  bureau  not 
merely  acts  as  the  agent  for  the  sale  of  crude  oil  produced  or  bought  by  the  mem- 
bers, but  it  also  buys  crude  oil  for  the  purpose  of  selling  it  on  joint  account,  and  may 
likewise  carry  on  enterprises  of  other  kinds  which  promote  the  aims  of  the  society. 
The  executive  committee  fixes  the  prices  at  which  the  crude  oil  is  to  be  disposed  of, 
both  within  the  country  and  for  export,  and  determines  the  quantity  of  crude  oil 
that  is  to  appear  on  the  home  market  and  to  be  exported,  as  well  as  the  share 
allowed  to  the  several  producers.  In  case  of  violation  of  the  agreements  in  any  par- 
ticular there  is  a  certain  conventional  penalty  fixed.  For  example,  there  is  a  max- 
imum fine  of  1  florin  for  every  meter-centner  of  crude  oil  disposed  of  contrary  to  the 
agreement;  also  for  delays  in  contributing  one's  share  there  is  a  penalty  of  25  florins 
for  every  day  of  delay,  etc. 

In  Austria-Hungary,  in  the  manufacture  of  glass  bottles,  there  are  from  ten  to  a 
dozen  larger  manufacturers.  Two  of  the  more  important  ones  of  these  have  a  joint 
selling  agency,  but,  as  will  be  seen,  it  is  not  of  importance  as  compared  with  the  entire 
trade. 

The  soda  combination  consists  also,  in  the  main,  of  a  central  controlling  bureau 
which  receives  all  orders  and  assigns  to  the  individual  members  their  share  of  the 
total  production.  This  has  likewise  a  supervising  board  and  a  general  assembly  to 
control  the  business  of  the  combination. 

The  combination  of  the  producers  of  sugar  of  lead  have  the  Bohemian  Union  Bank  in 
Prague  as  their  central  selling  place,  where  are  received  and  distributed  orders  among 
the  members  according  to  the  share  which  each  has  in  the  total  production.  It  is 
expected  to  regulate  the  inland  consumption.  Every  month  there  is  a  balancing  of 
accounts  among  the  members  on  the  basis  of  the  average  prices  obtained.  Each 
member  may  produce  more  than  his  share  provided  he  exports  the  surplus  on  his 
own  responsibility. 

The  wood-pasteboard  combination  of  39  members  has  likewise  a  central  selling 
bureau  established  through  the  Vienna  Bank  Association. 

The  pack-thread  combination  has  a  joint  selling  agency  which  sells  the  product 
within  the  country  itself  so  far  as  possible,  and  has  also  control,  to  a  considerable 
extent,  of  the  export  trade.  This  combination  has  agreed  upon  a  basis  of  labor 
hours  for  the  workmen  in  the  different  establishments,  and  has  determined  the  pro- 
ductive capacity  of  each  factory,  this  output  being  determined  on  the  basis  of  the 
actual  average  output  of  the  last  three  years  before  the  organization  was  made. 

The  sirup  and  grape-sugar  combination,  which  embraces  probably  in  the  neigh- 
borhood of  90  per  cent  of  the  entire  output  of  the  country,  selected  one  of  the 
important  banks  as  its  central  selling  agency.  A  committee  of  four  responsible  to  the 
general  assembly  have  the  direction  of  affairs  as  an  executive  committee. 

The  copper  combination  seems  to  differ  quite  materially  from  the  others  in  that  it 
does  not  have  in  view  the  regulation  of  the  production  of  the  members,  but  regu- 
lates merely  the  terms  of  credit  which  they  shall  all  allow,  the  periods  of  discount, 
prices  for  the  production  of  extraordinary  plates,  etc. 

3.  Besides  the  various  forms  of  combinations  consisting  of  agreements  on  output  and 
prices,  to  which  attention  has  been  called,  within  the  last  two  or  three  years  several 
combinations  more  after  the  type  of  the  American  single  corporation  have  been 
made.  Mention  has  already  been  made  of  the  combination  of  soda-water  manu- 
facturers in  Vienna,  and  to  the  fact  that  they,  through  joint  ownership  of  the  means 
of  production,  were  able  to  make  various  important  economies.  One  of  the 
directors  in  the  soda  combination,  and  one  who  is  also  interested  in  some  of  the 
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others,  has  called  attention  to  the  fact  that  the  ordinary  form  of  combination  in 
Austria  does  not  permit  so  great  economies  as  does  that  form  which  is  common  in 
the  United  States.  Agreements  among  different  corporations,  each  of  which  retains 
its  own  separate  existence  and  management,  does  not  permit  the  dismantling  of  the 
more  poorly  situated  or  less  well-equipped  plants.  The  aim  must  rather  be  so  to 
hold  prices  that  even  the  poorest  plants  in  the  combination  may  still  exist;  and  in 
the  soda  combination,  for  example,  they  have  still  left  in  operation  some  plants 
which  have  the  older  and  more  expensive  processes.  This  relative  lack  of  efficiency 
in  the  Austrian  form  of  combination  has  been  fully  recognized  by  some  of  the  more 
intelligent  managers;  and  it  is  probable  that  on  that  account,  wherever  the  Austrians 
or  Germans  come  into  immediate  competition  in  the  world  markets  with  the  Ameri- 
can combinations,  they  will  be  gradually  forced  to  adopt  a  form  more  like  that  in 
common  use  in  America,  or  at  any  rate  one  which  will  permit  the  combination  to 
have  more  complete  power  over  its  separate  members. 

The  reason  that  has  ordinarily  been  given  by  the  Germans  and  Austrians  for  the 
retention  of  their  present  form  of  combination  is  that  in  the  first  place  they  do  not 
wish  so  great  publicity  regarding  their  business  as  the  corporation  form  would  require. 
As  will  _be  seen  in  Part  II,  corporations  are  organized  in  Austria  only  upon  special 
permission  of  the  proper  Government  bureau,  and  before  granting  that  permission 
the  Government  requires  very  complete  reports.  For  example,  in  making  application 
for  permission  to  organize  the  corporation,  it  was  necessary  for  the  different  soda- 
water  manufacturers  to  furnish  to  the  Government  in  the  first  place  their  proposed 
articles  of  association;  second,  a  petition  to  the  Government  for  the  right  of  incorpo- 
ration; third,  the  minutes  of  their  organization  meeting;  fourth,  an  account  of  the 
expenses  of  founding;  fifth,  their  reasons  for  organization;  sixth,  the  detailed  con- 
tract of  sale  of  each  one  of  the  separate  establishments  to  the  new  corporation,  together 
with  a  detailed  list  of  the  properties,  the  amount  paid  for  each,  and  the  form  of  the 
payment;  seventh,  their  expenditures  and  their  income,  showing  their  net  profits; 
eighth,  their  table  of  estimated  income  for  the  combination;  ninth,  a  list  of  all  of  the 
properties  with  the  shares  that  were  taken;  tenth,  an  inventory  of  the  property  of 
each  separate  concern;  eleventh,  an  extract  from  the  trade  register  of  business  firms 
regularly  kept  in  the  commercial  court  of  Vienna,  in  which  the  standing  of  each 
establishment  is  given;  and  twelfth,  a  signed  statement  of  the  income  of  each  con- 
cern for  the  preceding  two  years. 

It  can  readily  be  seen  that  many  establishments  which  might  like  to  be  organized 
into  a  single  corporation  would  hesitate  before  putting  on  file  with  a  government 
office  all  of  these  various  reports  regarding  their  business.  A  second  reason  which 
tends  to  prevent  the  organization  of  single  corporations  instead  of  merely  trade 
agreements  is  the  higher  taxes.  In  the  first  place,  corporations  are  taxed  much 
higher,  indeed,  several  times  higher,  than  are  private  firms;  and  secondly,  owing  to 
the  degree  of  publicity  that  is  insisted  upon  for  corporations,  there  is  not  the  same 
opportunity  of  evading  taxes  that  private  individuals  or  firms  have.  In  consequence, 
the  taxes  are  really  many  times  as  high  as  they  are  for  the  private  firms. 

In  spite,  however,  of  these  disadvantages  which,  so  far  at  any  rate,  have  beyond 
doubt  tended  to  check  the  formation  of .  corporations,  some  combinations  have  been 
put  into  that  form.  Besides  the  one  already  mentioned,  attention  may  be  called  to  the 
corporation  of  the  Austrian  fez  manufacturers,  formed  in  1899,  which  produces  a  very 
large  proportion  of  all  these  Turkish  caps  that  are  worn  throughout  the  East,  Vienna 
being  the  central  point  for  their  manufacture.  This  combination  took  in  several  differ- 
ent establishments,  together  with  the  machinery,  patents,  etc.,  of  three  others,  giving 
to  the  organization  for  the  time  being,  atany  rate,  substantially  a  complete  monopoly 
of  the  entire  business.  The  joint  stock  company  is  in  the  usual  form  of  Austrian 
corporations,  and  is  thus  open  to  the  inspection  and  in  part  to  the  control  of  the 
Government. 

A  third  combination  which  has  taken  this  form,  made  in  1899,  is  the  corporation 
of  the  Roth-Kosteletzer  und  Erlacher  Spinnerei  und  Weberei.  This  was  formed  for 
the  purpose  of  uniting  cotton,  woolen,  linen,  and  silk  spinners  and  weavers.  In  the 
form  and  conditions  of  organizations  it  agrees  with  the  others  mentioned. 

In  the  section  dealing  with  the  legal  conditions  in  Austria,  more  details  regarding 
the  circumstances  of  corporation  organization  will  be  given. 

PROMOTION. 


Tht  promoter. — Attention  has  already  l>een  called  to  the  fact  that  in  the  mak- 
ing of  these  combinations  the  promoters  have  more  frequently  probably  been  bank- 
ers than  men  of  any  other  profession,  and  the  promotion  of  the  combinations  has 
been  brought  about  in  consequence  rather  by  men  who  are  financially  interested  in 
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the  different  establishments  and  wish  to  make  savings  in  order  to  secure  a  greater 
return  on  their  invested  capital,  than  by  the  promoter  in  the  English  or  American 
sense  of  that  word.  In  certain  instances,  as,  for  example,  in  the  case  of  the  iron  indus- 
try, the  so-called  promoter  was  rather  one  interested  in  the  iron  business  itself  and 
was  perhaps  to  be  considered  the  chief  factor  in  that  industry. 

Stock  watering. — From  the  form  of  the  combination  itself  it  will  be  seen  that  the 
question  of  stock  watering,  which  has  been  so  prominent  in  the  United  States  and 
in  England,  is  of  practically  no  significance  in  Austria.  Where  the  combinations 
consist  merely  of  agreements  regarding  output  and  prices,  naturally  there  is  no  oppor- 
tunity for  stock  watering;  and,  as  will  be  seen  from  the  discussion  of  the  Austrian 
law,  when  the  combination  is  made  in  the  form  of  a  single  corporation  the  govern- 
ment supervision  is  so  complete  that  there  is  little  likelihood  of  abuse  along  that  line. 

SAVINGS. 

From  what  has  been  said  regarding  the  more  usual  form  of  combinations  in  Aus- 
tria, it  will  be  seen  that  many  of  the  savings  which  are  anticipated  in  the  United 
States  from  joint  management  can  not  be  expected  there.  Some  of  them,  however, 
can  be  found. 

(a)  The  saving  which  comes  from  closing  of  the  poorest  plants  in  order  that  the 
others  may  be  run  to  their  full  capacity  can  not  be  made,  but,  on  the  other  hand, 
part  of  the  saving  from  running  plants  to  their  full  capacity  can  be  made  through 
fitting  the  supply  to  the  demand  oy  estimating  carefully  beforehand  the  total  amount 
that  the  market  will  take  and  then  allotting  to  each  establishment  its  percentage  of 
output.  Thus  at  the  beginning  of  the  year  each  establishment  is  equipped  with 
men  for  the  amount  that  will  be  in  all  probability  demanded  throughout  that  year, 
and  the  establishment  is  kept  running  steadily. 

(6)  There  is  also  a  saving  in  many  cases  in  freights  from  shipping  goods  from  the 
plants  nearest  the  purchaser.  This  is  particularly  the  case  where  there  is  a  joint 
selling  bureau  for  all  of  the  establishments,  which  receives  all  orders  and  distributes 
them  to  the  different  plants.  It  will  be  readily  understood,  however,  that  this  sav- 
ing can  not  be  made  so  completely  as  is  readily  possible  when  the  establishments  are 
under  a  single  management,  inasmuch  as  each  establishment  must  receive  its  agreed- 
upon  percentage  of  the  entire  output,  and  if  during  the  year  an  unexpected  number 
of  orders  comes  from  a  certain  locality  it  will  be  necessary  to  ship  into  that  locality 
goods  from  establishments  lying  farther  away.  Were  the  conditions  different,  a 
comparatively  slight  transference  of  working  men  to  one  or  two  establishments  could 
increase  their  capacity  and  thereby  effect  a  very  material  saving  in  freight.  The 
Austrian  form,  then,  while  often  permitting  a  considerable  saving  along  this  line,  is 
not  so  advantageous  as  is  the  English  or  American  form  of  combination. 

It  should  be  remembered,  too,  that  in  some  of  the  greater  combinations,  as,  for 
example,  those  in  iron  and  sugar  production,  there  is  no  common  selling  bureau,  but 
each  establishment  sells  its  own  product.  In  these  cases  there  is  regularly  more  or 
less  of  a  division  of  territory  among  the  different  establishments,  so  that  something 
is  saved  in  the  way  of  freight;  but  here  again,  of  course,  the  saving  is  even  less  than 
with  those  combinations  that  have  a  joint  selling  bureau.  The  saving  which  comes 
from  fewer  traveling  men  and  from  the  saving  of  office  expenses  is  made  with  a  joint 
selling  bureau,  but  not  otherwise. 

The  question  of  freight  discriminations  need  not  be  dwelt  upon  at  all,  inasmuch  as 
such  discriminations  among  different  establishments  are  not  made.  It  is  true  that 
sometimes  advantages  are  given  for  very  large  shipments,  or  the  Government  may 
even  favor  some  special  industry  by  giving  special  rates.  In  no  case,  however,  is 
discrimination  made  between  individuals  or  shippers  where  the  conditions  are  the 
same,  and  none  of  the  combinations  count  upon  any  advantage  over  their  competitors 
in  this  rejgard. 

(c)  It  is  frequently  true  that  in  the  purchase  of  supplies  and  materials,  where  there 
is  a  joint  selling  bureau,  this  makes  also  joint  purchases,  and  under  these  circum- 
stances naturally  some  savings  are  made.     In  most  instances,  however,  this  source 
of  savings  is  not  found,  inasmuch  as  each  establishment  cares  for  the  supplying  of 
its  own  needs. 

(d)  The  Austrian  combinations  have  usually  only  an  indirect  influence  upon  wages. 
The  combination  as  such  has  nothing  whatever  to  say  regarding  the  wages  paid  in 
the  different  establishments,  that  being  left  to  the  managers  of  the  establishments. 
The  wage  conditions,  however,  in  Germany  and  Austria  are,  if  one  is  to  trust  the 
manufacturers  in  those  countries,  quite  materially  different  from  those  in  the  United 
States.     As  they  say,  the  wages  paid  are  very  much  lower  than  in  the  United  States, 
and  public  opinion  would  probably  not  justify  the  discharge  in  large  numbers,  with- 
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out  warning,  even  of  laborers  whose  services  were  not  needed.  It  is  usually  essen- 
tial that  they  keep  their  laborers  employed  with  a  reasonable  degree  of  regularity, 
unless  they  are  themselves  driven  into  bankruptcy  or  are  permanently  lessening  their 
business.  In  consequence,  they  have  very  regularly  attempted  in  their  combinations 
so  to  organize  the  work  that  they  shall  keep  their  establishments  running  steadily  all 
of  the  time,  even  though  their  capacity  may  be  considerably  lessened  during  a  whole 
period.  The  desirability  of  keeping  their  men  steadily  employed  has  doubtless  also 
in  certain  cases  tended  toward  steadiness  of  prices.  They  have  at  times  not  raised 
prices  as  much  as  the  demand  in  the  market  would  perhaps  warrant.  They  have 
feared  that  this  meeting  of  the  demand  would  lead  to  an  expansion  of  their  business, 
which  would  probably  not  be  permanent  but  which  would  rather  tend  to  encourage 
speculation  on  the  market  and  might  comparatively  soon  lead  to  a  shut  down  in  their 
works  and  the  consequent  discharge  of  large  numbers  of  laboring  men.  It  may  per- 
haps therefore  be  said  without  exaggeration,  that  the  chief  effect  of  the  Austrian 
combinations  upon  wages  has  been  to  secure  somewhat  greater  steadiness  of  employ- 
ment for  the  workingmen. 

It  is  probable  also  that  in  certain  cases  the  indirect  effect  of  the  increased  profits, 
which  have  doubtless  been  secured,  has  been  to  enable  the  workingmen  to  increase 
their  wages  somewhat;  but  ordinarily  it  will  not  be  claimed  by  the  manufacturers 
that  the  combinations  have  affected  wages  one  way  or  the  other. 

PRICES. 

There  has  been  little  said  by  the  managers  of  Austrian  combinations  regarding  the 
lowering  of  prices  effected  or  to  be  effected  through  the  savings  of  combination. 
Generally  speaking,  it  has  been  stated  without  much  hesitation  that  inordinate  com- 
petition, driving  prices  below  the  remunerative  point,  has  been  the  chief  cause  of 
the  organization,  and  in  consequence  it  is  to  be  expected  that  prices  will  be  raised 
when  the  combination  has  succeeded  in  firmly  establishing  its  position. 

In  speaking  of  the  organization  of  the  sugar  combination,  attention  has  already 
been  called  to  the  fact  that  the  margin  between  the  raw  and  refined  product  was 
materially  increased  from  less  than  5  florins  to  more  than  10  florins,  other  favoring 
circumstances  being  of  course  taken  into  consideration,  and  that  after  the  combina- 
tion was  suspended  in  1894  this  margin  dropped  again  to  4  florins,  but  that  ag^iin 
after  the  combination  was  arranged  the  margin  went  up  to  8,  and  later  at  one  time 
to  even  as  high  as  12  florins.  The  effect  of  the  combination,  therefore,  in  the  way  of 
increasing  prices  seems  to  have  been  pretty  clearly  established.  In  a  report  made 
to  the  chamber  of  commerce  in  Prague,  Herr  Wittgenstein,  of  the  iron  combination, 
states  that  under  the  combination  the  prices  of  iron  had  not  ruled  higher  than  dur- 
ing the  three  or  four  years  preceding  its  organization.  For  certain  grades  of  the 
product  the  price  had  not  been  lessened.  There  can  be  no  doubt  whatever  that  the 
profits  of  the  organization  were  very  greatly  increased,  this  being  due  of  course,  in 
part  at  least,  to  the  savings  effected  by  the  combination  itself.  The  effect  of  the  for- 
eign market  upon  these  prices  in  connection  with  the  tariff  will  be  discussed  more 
at  length  somewhat  later. 

The  wire-tack  combination  states  that  before  its  organization  prices  among  the  dif- 
ferent competing  establishments  had  fallen  so  low  that  manufacturers,  in  order  to 
avoid  bankruptcy,  had  resorted  to  defrauding  the  buyers.  In  packages  which  should 
have  contained  1,000  pieces,  at  times  were  found  only  900  or  800  or  even  700  pieces. 
After  the  formation  of  the  combination  this  state  of  affairs  came  to  an  end.  The 
production  being  limited  to  an  amount  that  the  selling  bureau  can  dispose  of  at 
remunerative  rates,  and  overproduction  being  thus  eliminated,  the  product  has  been 
sold  by  weight  instead  of  by  packages,  and  the  defrauding  of  the  public  has  thus 
been  rendered  impossible.  The  combination  claims  that  its  prices  have  not  been 
increased.  Their  prices  also,  it  is  claimed,  have  been  held  below  what  might  be 
secured  without  bringing  in  German  competition.  Through  fear  of  bringing  in 
new  competitors  their  prices  have  been  held  to  what  the  managers  consider  a  reason- 
able point  and  to  rates  that  are  fully  lower,  on  the  whole,  than  those  existing  before 
the  combination.  It  is,  of  course,  not  claimed  that  prices  have  not  been  high  enough 
to  make  profits  fairly  satisfactory.  At  the  time  that  the  report  was  made,  late  in 
1895,  the  combination  was  exporting  products  to  a  considerable  extent  at  prices  lower 
than  those  secured  in  Austria;  but  even  with  this  foreign  market,  the  plants  worked 
regularly  only  five  days  in  the  week. 

After  a  fairly  complete  investigation  of  the  larger  combinations  in  Austria,  the 
chamber  of  commerce  of  Prague  reaches  the  conclusion  that  although  there  has  been 
a  decided  regulation  and  limitation  of  the  production  by  these  combinations,  and 
although  the  prices  have  been  made  much  more  nearly  uniform  throughout  the 
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country,  the  prices  on  the  whole  have  probably  not  been  materially  increased, 
although  in  certain  instances  increases  have  been  made,  and  in  other  cases  prices 
have  been  lowered.  Attention  is  called  to  the  fact  that  the  combinations  can  not 
raise  prices  materially  without  inviting  new  competitors — a  state  of  affairs  of  course 
found  in  all  countries  where  combinations  exist.  The  report  also  mentioned  the  fact 
that  in  Austria  foreign  products  have  been  imported  even  less  since  the  formation 
of  combinations  than  before,  and  adduce  this  as  a  reason  for  believing  that  prices,  on 
the  whole,  have  not  increased. 

THE  TARIFF  AND  PRICBS. 

Export  prices. — It  is  very  generally  the  case  in  Austria  that  when  the  combina- 
tions are  able  to  more  than  meet  the  home  demand  for  their  products  their  export 
prices  are  made  lower  than  the  domestic  in  order  that  they  may  extend  as  widely  as 
possible  their  foreign  trade,  and  by  this  means  keep  their  establishments  running  at 
their  full  capacity.  The  managers  of  the  wire-tack  combination  declare  that  they 
are  unable  to  export  at  all,  inasmuch  as  in  order  to  reach  the  neutral  markets  they 
must  meet  the  prices  of  Germany  and  Belgium,  and  that  the  cost  of  production  in 
Germany  and  Belgium  is  so  much  less  that  this  is  impossible.  They  are  able  to  keep 
their  own  home  market  only  through  the  influence  of  the  protective  tariff.  In  cer- 
tain individual  cases  where  they  have  the  advantage  in  cost  of  transportation,  as  in 
Bulgaria  and  Roumania,  they  are  able  to  compete  because  of  special  advantages 
granted  them  by  the  Government  in  bringing  in  free  of  duty  some  of  their  raw  mate- 
rial, wire  rods,  for  example.  They  can  in  this  way  secure  it  at  some  3  florins  per  100 
kilograms  cheaper  than  otherwise  would  be  the  case,  and  therefore  they  are  in  a 
condition  to  export  their  product  at  3  florins  per  kilogram  less  than  they  sell  it  for 
within  the  country.  They,  however,  do  not  hesitate  to  say  that  they  go  often  fur- 
ther than  this  in  order  to  secure  the  export  trade.  Through  the  influence  of  the 
Government  they  can  thus  save  3  florins,  but  in  many  cases,  in  order  to  secure  the 
trade,  they  must  sell  still  lower,  and  not  infrequently  sell  even  at  a  loss.  For 
example,  they  at  times  have  sold  at  Sofia,  in  Bulgaria,  at  16£  francs  less  than  in 
Prague,  a  deduction  in  price  not  much  more  than  half  of  which  is  to  be  considered 
the  advantage  given  them  from  their  raw  material  imported  tariff  free.  The  reason 
for  their  selling  abroad  so  much  cheaper  than  at  home  is  explained  as  follows:  The 
circumstances  are  such  that  without  the  export  bounty  they  would  be  compelled  to 
limit  their  work  to  4  days  in  the  week.  With  this  export  trade  they  are  able  to  run 
5  days  in  the  week.  In  order,  therefore,  to  secure  for  their  workingmen  employ- 
ment for  5  days  in  the  week  at  least,  they  are  willing  to  make  the  sacrifice  men- 
tioned above  for  securing  the  export  trade.  Had  they  the  advantages  of  the  sugar 
manufacturers,  of  securing  an  export  premium  for  their  product,  this,  in  their  judg- 
ment, would  not  be  necessary. 

The  combination  of  enameled  ware  calls  attention  also  to  the  export  premium 
granted  the  sugar  manufacturers,  as  a  justification  for  their  also  exporting  at  times 
at  somewhat  lower  rates  than  those  at  which  they  furnish  the  home  producers. 
They  claim,  however,  that  the  difference  between  their  home  and  export  prices  is 
only  a  small  percentage,  and  is  founded  upon  the  condition  that  the  manufacturer 
is  not  merely  compelled  to  sell  abroad  cheaper,  but  that  he  is  also  in  a  condition  to 
supply  the  foreigner  at  somewhat  cheaper  rates.  In  foreign  countries  they  meet  the 
competition  of  the  German,  French,  and  Belgium  manufacturers,  who  can  produce 
somewhat  cheaper  than  they  can  because  they  have  cheaper  raw  material.  These 
advantages  of  the  foreign  competitors  are  so  great  that,  in  spite  of  the  Austrian  pro- 
tective tariff,  they  are  able  to  send  even  into  Austria  some  of  their  products.  The 
cheaper  production  for  export  is  explained  in  this  way — that  ordinarily  orders  for 
export  are  quite  large  for  single  articles,  so  that  their  production,  being  in  large  quan- 
titieSj  is  somewhat  simpler  and  enables  the  manufacturers  to  secure  a  somewhat  better 
division  of  labor,  and  thus  to  produce  at  a  somewhat  less  cost  than  when  the  orders  to 
be  filled  are  smaller  and  made  up  of  a  variety  of  different  articles.  In  certain  cases, 
also,  there  is  a  drawback  for  the  imported  raw  material  when  the  finished  product 
is  exported. 

It  is  urged  still  further  that  it  is  wiser  to  export  goods  at  cost  or  even  a  trifle  below 
the  cost,  all  normal  expenses  being  taken  into  consideration,  for  the  purpose  of  keep- 
ing the  workingmen  and  the  machines  and  other  forms  of  capital  fully  employed.  It 
is  the  intention  regularly  to  supply  as  fully  as  possible  the  home  market,  and  then 
to  dispose  of  the  surplus  in  export  at  the  world's  price.  It  is,  they  say,  no  argument 
that  the  home  price  is  too  high  because  under  certain  circumstances  it  has  been 
thought  desirable  to  export  at  prices  lower  than  are  demanded  within  the  country 
itself. 
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Likewise  the  refiners  of  petroleum  acknowledge  freely  that  their  products  are  sold 
abroad  at  less  prices  than  at  home.  They  declare  this  to  be  the  natural  consequence 
of  the  great  richness  of  the  crude  petroleum  in  Galicia  since  the  late  discoveries  there. 
The  supply  exceeds  decidedly  the  effective  home  demand,  and  therefore  it  is  neces- 
sary to  export  a  surplus  of  refined;  but,  of  course,  this  export  must  be  in  competi- 
tion with  the  American  and  Russian  petroleum,  the  surplus  being  thus  sold  at  the 
prices  in  the  world  market.  Unless  this  were  done  there  would  be  a  check  in  the 
production  in  the  interior  of  the  country  itself,  which  could  not  fail  to  have  an 
injurious  effect.  It  is  claimed  that  the  advantages  of  the  increased  production  of  crude 
petroleum  have  thus  been  made  much  more  secure  than  would  otherwise  be  possible 
for  the  many  small  producers,  who,  without  the  combination,  could  not  protect  them- 
selves. Their  petroleum  is  now  handled  in  connection  with  the  refined,  and  they 
thus  share  both  hi  the  profits  on  inland  petroleum  and  in  whatever  may  be  made 
from  the  export.  It  is  perhaps  here  the  proper  place  to  state  that  owing  to  the 
security  of  the  profits  in  the  home  market,  brought  about  in  part  through  the  pro- 
tective tariff,  the  directors  of  the  combination  state  that  they  have  been  able  to  meet 
the  German  company  allied  with  the  Standard  Oil  Company  on  even  terms  in  the 
markets  of  Germany  in  the  sale  of  benzine,  and  that  also  in  France,  Belgium,  and 
Switzerland  they  have  been  able  to  secure  their  fair  share  of  the  output.  If  it  were 
not  for  the  protective  tariff,  as  has  been  stated,  they  believe  that  the  Standard  Oil 
Company  would  not  merely  be  able  to  drive  them  out  of  the  neutral  markets  men- 
tioned, but  also  to  ruin  their  business  in  Austria.  Although  the  German  represent- 
atives of  the  Standard  are  acknowledged  to  be  more  powerful,  yet  they,  protected  by 
the  tariff,  have  been  able  to  make  enough  trouble  so  that  they  have  practically  com- 
pelled them  to  make  a  division  of  the  market.  In  general  it  may  be  said  that 
practically  all  of  the  important  combinations  that  are  able  in  any  way  to  export  have 
found  themselves  compelled  by  the  situation  in  the  world  market  to  do  so  at  prices 
somewhat  lower  than  they  have  asked  in  Austria  itself.  As  has  been  already 
explained  by  the  representatives  of  the  combinations,  particularly  in  then-  reports 
to  the  chamber  of  commerce  at  Prague,  this  has  been  considered  a  fair  policy,  because 
without  making  these  concessions  they  could  not  export  at  all,  and  without  the 
export  trade  they  would  not  be  able  to  keep  their  establishments  running  fully  so  as 
to  produce  at  the  least  cost.  Generally  speaking,  they  are  of  the  opinion  that  this 
full  employment  of  their  home  capital  and  labor  is  better  for  the  laborers,  and  tends 
also,  on  account  of  the  cheaper  cost  of  production  thereby  gained,  to  enable  them 
to  sell  the  product  at  home  even  -at  lower  rates  than  would  otherwise  be  the  case. 

It  should  be  borne  in  mind  that  these  statements,  coming  as  they  do  from  the 
managers  of  the  combinations,  are  not  accepted  by  everybody  in  Austria. 

Home  prices  a*  affected  by  the  combinations  and  in  connection  with  the  tariff. — The 
other  side  of  the  question  was  quite  fully  discussed  at  a  meeting  of  the  Austro-Hungarian 
Export  Association  held  on  the  14th  and  15th  of  April,  1898,  in  Vienna,  where  the 
special  subject  taken  up  for  discussion  was  the  export  trade.  At  that  meeting  Prof.  Dr. 
Eugen  von  Philippovitch  presented  a  report  on  "Combinations  in  Relation  to  the 
Export  Trade,"  which  was  discussed  at  some  length  by  business  men  and  represent- 
atives of  the  chambers  of  commerce  present  at  the  meeting.  Dr.  Philippovitch, 
although  of  the  opinion  that  in  many  particulars  the  combinations  were  essential 
and  beneficial  to  the  State,  nevertheless  thought  that  they,  with  the  assistance  of 
the  protective  tariff,  had  been  enabled  to  put  the  inland  prices  considerably  higher 
than  would  otherwise  have  been  the  case,  and  higher  also  than  was  justified  by  the 
cost  of  production.  His  argument  was  directed  chiefly  against  the  iron  combination. 
He  made,  in  the  first  place,  a  direct  comparison  in  several  instances  between  the 
prices  for  products  of  the  same  kind  in  Germany  and  in  Austria.  For  example,  bar 
iron  selling  in  Germany  at  10$  marks1  was  selling  in  Austria  at  10J  florins.2  Certain 
iron  IjeauiH  in  Austria  had  sold  at  about  2  florins  more  per  meter-centner  on  an 
average  than  in  Germany,  and  he  argues  that  this  result,  brought  about  through  the 
influence  of  the  tariff,  will  place  a  burden  per  head  of  the  population  of  some  50 
kreutzers,  resulting  in  an  expenditure  in  Austria  of  some  12,500,000  florins  more  per 
year  for  iron  and  steel  than  if  they  were  able  to  import  free  of  duty  from  Germany, 
or,  as  he  puts  it,  "we  could  send  all  of  the  workingmen  who  are  engaged  in  the 
mining  of  the  ore  and  in  the  working  of  iron  and  steel,  together  with  their  families, 
wives  and  children,  home  and  give  them  each  a  pension  of  250  florins  (there  being 
altogether  some  52,000  persons,  their  families  being  counted  with  them),  provided 
that  we  could  import  free  of  tariff  our  iron  and  steel  from  Germany;  and  we  should 
then  spend  no  more  than  we  are  at  the  present  day  spending  for  iron  and  steel." 

i  The  mark  equals  23.8  rents,  s  The  florin  is  valued  at  40.C  cents. 
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This  illustration  is  given  not  for  the  purpose  of  proving  or  disproving  the  figures 
given,  but  to  call  attention  to  the  difference  in  the  claims  made  by  those  engaged  in 
the  production  of  iron  and  steel  itself  and  those  who  stand  outside.  Not  merely 
does  Professor  Philippovitch,  who  himself  is  inclined  toward  freedom  of  trade  along 
these  lines,  thus  declare  the  effect  of  the  protective  tariff  upon  prices,  but  in  that 
particular,  the  influence  of  the  tariff,  the  leaders  of  the  combinations  themselves 
agreed  that  the  tariff  had  much  influence. 

Herr  Wittgenstein,  who  was  for  some  years  the  head  of  the  iron  combination  in 
Austria,  gives  the  following  tables  to  show  the  increase  in  iron  production  from  1884 
to  1895  inclusive,  the  last  9  years  being  those  during  the  existence  of  the  combination, 
and  also  the  average  price  at  the  works,  in  Bohemia,  of  various  kinds  of  products 
manufactured  by  the  combination  for  the  3  years  preceding  its  organization  and  the 
nine  years  following.  He  argues  from  this  that,  generally  speaking,  the  influence  of 
the  combination  has  been  toward  lowering  somewhat  the  prices: 

Increase  in  iron  production  from  1884  to  1895,  inclusive. 


Year. 

Production. 

Before  the  combination  

f  1884 

Meter-cent. 
1960,000 

After  the  combination  

\  1885 
1886 
1887 
1888 
1889 
1890 

950,000 
1,050,000 
1,080,000 
1,  HO,  000 
1,200,000 
1,200,000 

1891 
1892 
1893 
1894 
1895 

1,225,000 
1,250,000 
1,280,000 
1,  390,  000 
1,475,000 

i  About. 

Average  prices,  at  the  works  in  Bohemia,  of  various  kinds  of  products  manufactured  by 

the  combination. 


Year. 

Bar  iron. 

Beams. 

Plates. 

Rails. 

Before  the  combination  ..         ....             ..         

1883 
1884 

florins. 
11.20 
10.35 

Florins. 
10.40 
10 

Florins. 
15.50 
15 

Florins. 
10.70 
10  60 

After  the  combination  

1885 
1886 
1887 
1888 
1889 
1890 

9.48 
8.90 
9.67 
9.97 
10.21 
10.87 

10.20 
10.30 
9.80 
10 
9.90 
10.60 

13.10 
11.36 
11.63 
13.14 
13.15 
13.83 

10.60 
9.19 
9.92 
9.51 
9.29 
9.60 

1891 
1892 
1893 
1894 
1895 

11.10 
10.28 
9.82 
9.69 
9.62 

9.90 
9.80 
9.60 
8.97 
8.99 

13.09 
12.91 
12.99 
12.51 
12.68 

9.98 
9.88 
9.05 
9.20 
9.50 

It  should  be  kept  in  mind,  however,  that  during  this  period  of  eleven  or  twelve 
years  there  were  very  important  improvements  in  production  that  might  justify 
some  reduction  in  price. 

On  the  other  side,  as  regards  the  influence  of  the  tariff,  he  gives  the  following 
evidence:  In  a  report  which  he  made  on  his  combination  to  the  Verein  fur  Social 
Politik,  he  declared  that  the  purpose  of  the  combination  was  "to  secure  the  highest 
prices  which  were  to  be  secured  after  taking  into  account  foreign  competition  and 
the  tariff  and  freight  conditions."  He  also  declared  that  this  programme  had  been 
strictly  held  to,  and  inquired  why  business  men  complained  of  it.  He  asked  whether 
every  business  man  did  not  fix  his  prices  as  he  was  compelled  to  do  by  the  conditions 
of  competition,  freight,  and  tariff.  He  says  again:  "On  the  one  side  our  Minister 
of  Commerce  is  congratulated  if  he  is  able  to  carry  through  a  commercial  treaty  with 
neighboring  countries  through  which  the  inland  industries  are  given  advantages,  but, 
on  the  other  side,  it  is  considered  a  wrong  act  on  the  part  of  manufacturers  if  they 
make  agreements  with  one  another  in  order  to  make  use  of  these  same  advantages;" 
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that  is  to  say,  it  is  fair  to  expect  that  the  combinations  will  secure  whatever 
advantages  can  be  secured  through  the  tariff. 

In  still  another  place  Herr  Wittgenstein,  referring  to  the  tariff,  says  the  following: 
"If  it  is  found  that  the  tariff  is  too  high  and  too  burdensome  for  the  consumer,  the 
tariff  may  properly  be  lowered.  If  it  is  found  that  the  advantages  are  not  too  great, 
the  manufacturers  should  be  allowed  to  enjoy  them." 

Probably  the  most  active  man  at  the  present  tune  in  the  iron  combination  in  Aus- 
tria is  Herr  Kestranek,  the  Central  Director  of  the  Prager  Eisen-Industrie-Gesellschaft, 
the  largest  and  most  important  member  of  the  general  iron  combination  in  Austria- 
Hungary.  In  a  letter  written  on  the  6th  of  November,  1900,  after  calling  attention 
to  the  fact  that  the  different  members  of  the  combination  make  their  own  sales  inde- 
pendently, Mr.  Kestranek  says  that  nevertheless  the  natural  result  is  that,  although 
the  sales  of  goods  are  not  made  by  one  central  bureau,  and  although  there  is  no  agree- 
ment regarding  prices,  still  the  prices  are  held  at  a  higher  level  than  would  be  the 
case  under  free  competition.  Because  each  member  of  the  combination  knows  that 
he  can  not  take  any  more  orders  than  corresponds  to  his  percentual  quota,  on  that 
account  he  is  compelled  to  secure  the  best  possible  price.  He  says  further,  however, 
that  prices  can  not  be  raised  in  Austria  unduly,  but  that  they  find  their  highest  limit 
through  the  competition  of  foreigners.  Since  the  Austrian  "iron  industry,  in  conse- 
quence of  its  unfavorable  natural  conditions,  is  much  weaker  than  the  German  or  the 
English,  to  say  nothing  whatever  regarding  the  American,  which  has  surpassed  all 
others,  there  is  always  the  danger  of  having  to  meet  this  foreign  competition.  On 
that  account  the  home  prices  can  not  be  held  higher  than  those  of  the  world  market, 
together  with  the  necessary  costs  of  freight  and  of  the  Austrian  tariff.  In  that  way 
the  world  market  is,  of  course,  the  regulator  for  the  price  of  the  iron  production  in  Aus- 
tria. If  the  Austrian  iron  manufacturers  wish  to  put  their  prices  above  this  level 
mentioned,  foreign  iron  will,  of  course,  be  imported,  and  the  home  industry  would 
lose  its  market.  The  iron  prices  in  Austria- Hungary  are,  therefore,  always  depend- 
ent upon  foreign  iron  prices,  especially  those  of  Germany,  since  the  German  iron 
industry  is  strong  in  Austria,  and  it  determines  competitive  prices." 

In  a  conversation  also  held  with  Mr.  Kestranek  when  he  was  in  the  United  States 
in  May,  1901,  he  stated  further  that  it  was  their  usual  custom  to  use  the  protective 
tariff  in  order  to  secure  the  best  prices  possible.  He  did  not  think  the  protective 
tariff  was  unreasonable  under  the  circumstances,  and  did  not  hesitate  to  be  quoted' 
as  saying  that  the  iron  manufacturers  expected  to  make  the  best  use  of  it.  In  his 
letter,  however,  he  calls  attention  to  certain  circumstances  which  will  prevent  abuse 
of  it.  "The  world  market,"  he  says,  "is  not  determinative  of  the  price  in  Austria- 
Hungary  when  within  the  country  competing  establishments  arise  which  do  not 
belong  to  the  combination,  and  which  wish  to  compel  the  combination  to  accept 
them  through  underbidding.  In  this  case  the  price  movement  in  Austria  has  cut 
free  from  the  conditions  of  the  outside  market  and  depends  merely  upon  competi- 
tive conditions  within.  So  it  has  happened  that  in  the  last  years,  in  spite  of  the 
unexampled  advantageous  situation  of  the  iron  world  market,  the  iron  prices  in 
Austria-Hungary  have  not  followed  this  favorable  course,  but,  on  the  other  hand, 
have  lowered  continually,  since  the  establishments  which  belonged  to  the  iron  com- 
bination were  compelled  to  meet  the  competition  of  those  outside,  even  though 
they  were  establishments  of  no  very  great  importance.  This  industrial  strife  would 
have  remained,  of  course,  without  any  effect  upon  prices  if  in  Austria-Hungary,  as  in 
other  states  which  have  combinations  of  special  significance  in  the  iron  industry, 
the  demand  for  iron  had  been  an  increasing  one  which  would  have  kept  busy  both 
the  establishments  belonging  to  the  combination  and  those  outside.  In  such  a  case, 
of  course,  the  prices  in  Austria-Hungary  would  have  followed  the  same  course  as 
those  in  the  United  States,  in  England,  and  elsewhere.  Since,  however,  the  iron 
demand  in  Austria-Hungary  has  been  small  of  late  years,  in  consequence  of  the 
unfavorable  industrial  conditions  and  of  the  most  unfortunate  political  situation, 
the  combination  in  Austria  has  stood  in  marked  contrast  with  those  existing  else- 
where, and  there  has  been  seen  a  marked  lowering  of  prices." 

The  views  of  Mr.  Kestranek  regarding  the  part  which  a  tariff  ought  to  play  and 
especially  regarding  the  relation  of  the  tariff  m  Austria  to  that  in  the  United  States 
and  other  competing  countries  is  set  out  in  a  memorial  which  he  sent  to  the  chamber 
of  commerce  in  Prague  in  reply  to  a  request  from  them  for  his  views  regarding  possi- 
ble amendments  to  the  iron  tariff  of  Austria.  He  does  not  hesitate  to  say  that  the 
market  within  Austria-Hungary  is  practically  controlled  by  the  combination,  although 
he  recognizes  that  there  is  more  or  less  competition  that  will  become  greater  pro- 
vided there  should  be  too  great  profits  from  increased  prices.  He  believes,  however, 
as  has  been  intimated,  that  their  real  competition,  in  spite  of  the  tariff,  is  with  for- 
eign countries — Germany,  England,  and  in  the  future,  especially,  the  United  States. 


116      INDUSTRIAL    COMMISSION: COMBINATIONS   IN   EUROPE. 

Regarding  the  tariff  schedule  he  says  that  he  thinks  the  duty  on  iron  in  Austria, 
which  is  unfavorably  situated  as  compared  with  the  other  iron-producing  countries, 
ought  not  to  be  the  result  of  a  subtle  grouping  of  figures  showing  the  costs  of  pro- 
duction of  the  different  lands,  but  that  it  should  be  the  outcome  of  study  free  from 
small  theoretical  considerations  and  be  such  that  it  would  give  real  protection.  He 
calls  attention  to  the  fact  that  the  tariff  of  the  United  States  levies  on  crude  iron  a 
tariff  of  8.20  gold  gulden  per  t6n,  while  the  Austrian  tariff  is  only  6^  gulden,  and  the 
German  only  5.  .The  United  States  have,  therefore,  among  the  lands  which  need  to 
be  considered,  the  highest  tariff  on  crude  iron  as  well  as  upon  manufactured  iron, 
although  it  has  the  most  favorable  conditions  for  this  industry.  The  consequence  of 
this  policy  of  protection  of  the  United  States  and  of  Germany  is  that  the  iron  indus- 
try m  those  countries  secures,  from  the  exclusive  control  of  their  well-protected 
home  consumption,  the  power  to  take  up  with  effect  the  fight  on  the  open  world 
market.  He  continues:  "The  protective  system  of  these  states  shows  in  that  way 
what  is  really  a  system  of  concealed  export  premiums,  inasmuch  as  the  industries 
there  secure  prices  at  home  which  pay  them  so  richly  that  they  enable  them  to  carry 
on  vigorously  export  business  which  is  less  lucrative  and  at  times  which  must  be 
carried  on  even  at  a  loss  in  order  that  they  may  secure  in  this  way  an  increased  pro- 
duction and  all  of  the  advantages  which  come  in  connection  with  that.  This  condi- 
tion coming  from  protection  has  shown  in  later  years,  besides  this,  a  marked  advance 
also  from  the  organization  and  growth  of  great  industrial  combinations  (trusts),  inas- 
much as  the  union  of  single  establishments  into  powerful  combinations  have  enabled 
the  latter  in  an  increasing  measure  to  make  use  of  the  advantages  offered  them 
through  the  protective  tariff  so  as  to  be  able  to  become  much  more  powerful  factors 
in  export.  In  this  respect  I  see  in  the  great  combinations  of  North  America  and 
Germany  (where,  in  opposition  to  the  ruling  opinions  in  our  own  land,  they  are  not 
only  endured  by  the  public  authorities,  but  are  even  furthered  by  them)  an  increased 
danger  for  our  home  industry."  He  thinks,  therefore,  that  the  Austrian  tariff  should 
be  placed  much  higher  than  has  heretofore  been  considered  really  necessary.  He 
continues:  "In  view  of  this  modern  industrial  situation  quite  beyond  the  scientific 
theses  of  the  theoretical  political  economists,  the  measure  of  the  protective  tariff  can 
not  be  limited  to  the  difference  in  the  costs  of  production,  but  must  rather  be  made 
dependent  upon  the  height  of  the  protective  tariff  and  upon  the  intensity  of  those 
efforts  for  export  against  which  they  have  to  serve,  as  has  been  explained.  This 
needs  to  be  taken  the  more  into  consideration,  as  the  prices  which  are  fixed  in  those 
countries  for  export  are  by  no  means  proportional  to  the  costs  of  production,  for  the 
reasons  given  above." 

In  order  to  make  clearer  his  statements  through  certain  examples,  he  stated  that 
in  the  year  1895  the  same  German  works  fixed  a  base  price  of  from  90  to  100  marks 
per  ton  for  bar  iron,  which,  at  the  time  of  his  memorial,  June,  1900,  were  asking 
190  to  210  marks  per  ton.  This  difference  in  price,  he  declared,  bore  no  relation 
to  the  small  increase  in  the  cost  of  production.  He  cited  the  figures  of  the  cost  of 
production  as  they  had  been  given  in  their  official  annual  report  published  a  little 
time  before.  According  to  that  the  cost  of  production  of  the  crude  iron  amounted 
in  the  year  1895  to  28.65  marks  per  ton;  in  1896,  to  30.9  per  ton;  in  1897,  to  31.66; 
in  1898,  to  34.76;  in  1899,  to  36.30;  that  is  to  say,  with  an  increase  in  the  cost  of 
production  of  a  scant  8  marks  per  ton  the  selling  price  of  the  finished  product,  bar 
iron,  had  increased  100  marks  per  ton  and  more. 

To  the  same  effect  is  a  citation  of  the  English  market  which  showed  that  English 
crude  iron  in  1896,  in  Middlesborough,  was  selling  at  38  shillings  per  ton,  and  in 
April,  1900,  at  77  shillings,  with  only  a  comparatively  slight  increase  in  the  cost  of 
production.  The  most  interesting  example  which  he  gives  comes  from  Russia,  where, 
at  an  international  competition  for  the  delivery  of  armor  plates  (Panzerplatten),  an 
American  firm  offered  to  supply  at  $249  per  ton,  while  the  same  establishment,  in 
response  to  a  request  for  bids  from  the  Navy  Department  at  Washington,  asked  $425 
a  ton  for  similar  plates,  with  the  claim  that  the  cost  of  production  amounted  to  $400 
per  ton.  When  the  Navy  Department  at  Washington  called  attention  to  the  offer 
made  to  Russia,  the  establishment  declared  that  the  price  given  to  Russia  was  made 
with  the  deliberate  intention  of  shutting  out  all  competition,  and  with  no  reference 
to  the  cost  of  production. 

With  these  examples  of  foreign  competition  in  mind,  showing  that  Germany, 
England,  and  the  United  States  have  fixed  their  prices  regularly  with  little  reference 
to  the  cost  of  production,  and  with  the  belief  also  that  the  United  States  in  particular, 
being  sure  of  a  good  profit  from  its  home  market  on  account  of  the  high  protective 
tariff,  is  able  and  willing  to  enter  foreign  markets,  even  if  necessary  often  below  the 
cost  of  production,  he  repeats  his  demand  for  Austria  that  the  measure  of  tariff  pro- 
tection be  determined  not  by  the  difference  in  the  cost  of  production  of  Austria  as 
compared  with  competing  states,  but  rather  "by  the  intensity  of  the  export  efforts 
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of  the  competing  states  against  which  the  Austrian  tariff  is  called  to  serve  as  a 
protective  barrier." 

In  a  discussion  at  Vienna  over  their  export  trade  in  1898,  several  business  men 
took  a  position  regarding  the  Austrian  trade  similar  to  that  which  Central  Director 
Kestranek  took  with  reference  to  foreign  trade.  Attention  has  already  been  called 
to  some  examples  given  by  Professor  Philippovitch.  Some  of  the  technical  men  who 
followed  him  in  the  discussion  gave  even  more  striking  examples.  Expert  Rudolf 
Hofferr  cited  examples  in  which  cdmmon  bar  iron  was  selling  in  Austria  for  62  per 
cent  more  than  in  Germany;  Martin  boiler  plate  of  the  first  quality  cost  in  Germany 
8  florins  23  kreutzer,  in  Austria  15  florins — that  is,  82  per  cent  more.  These  figures 
are  supposed  to  represent  the  costs  in  the  two  countries.  He  declared  that  if  one 
were  to  take  into  account  also  the  increase  in  price  that  came  from  the  higher  cost 
of  manufacture  the  difference  was  still  greater,  making  the  selling  price  98  per  cent 
higher  in  the  case  of  bar  iron  and  even  126  per  cent  higher  in  the  case  of  the  Martin 
boiler  plate  in  Austria  than  in  Germany.  He  cited  numerous  other  examples  to  the 
same  effect,  in  order  to  show  that  the  "Austrian  tariff,  in  addition  to  the  less  advan- 
tageous situation  in  Austria,  made  it  necessary  for.  the  Austrian  consumers  to  pay 
much  higher  prices  than  would  be  required  if  the  goods  were  imported  direct  from 
Germany,  and  with  the  strong  intimation  further  that  these  differences  were  to  a 
considerable  extent  to  be  ascribed  to  the  combination,  which  secured  large  profits. 
He  sums  up  his  address  with  the  words:  "One  can  not  ascribe  to  the  Austrian  Gov- 
ernment any  special  hostility  to  the  home  industry,  but  one  may  properly  ascribe 
hostility  to  home  industry,  so  far  as  the  iron  industry  is  concerned,  to  the  iron  com- 
bination. This  is  costing"  us  a  great  deal  of  money." 

In  a  similar  spirit,  Expert  Anton  Himmelbauer,  a  Government  official  (k.  k. 
Commercialrath),  mentioned  the  very  great  increase  in  the  cost  of  production  and  of 
the  selling  price  of  various  manufactured  articles  which  depended  upon  imported 
raw  material.  A  councilor  of  the  chamber  of  commerce  believed  that  the  combina- 
tions were  of  the  greatest  advantage  possible  to  large  producers,  but  that  they  were 
correspondingly  injurious  to  smaller  establishments.  He  said,  for  example,  that 
in  discussing  the  question  the  iron  industry  ought  to  be  divided  into  two  large 
groups — the  first,  a  small  group  of  producers  of  iron  in  its  cruder  forms,  which  was 
made  up  of  great  capitalists.  The  second  group,  including  perhaps  90  per  cent  of 
the  iron  producers,  was  formed  of  those  who,  taking  the  cruder  forms  of  iron  as 
material,  worked  them  up  into  smaller  manufactures.  The  first  group  in  Austria 
had,  he  thought,  354  members;  the  second  group  had  over  40,500  members,  the 
exact  figures  which  he  cited  being  40,605.  This  second  group,  inasmuch  as  they 
were  compelled  to  use  the  materials  produced  by  the  members  of  the  first  group, 
which  was  largely  controlled  by  the  combination,  suffered  severely  as  the  result  of 
the  combination.  The  advantage  of  the  first  group  was  shown  not  merely  in  their 
higher  prices,  but  also  in  the  way  in  which  their  stocks  had  advanced.  He  thought 
that  the  tariff  which  had  been  laid  upon  the  cruder  forms  of  iron  was  not  to  be  con- 
sidered as  merely  protective,  but  even  as  prohibitive,  and  he  believed  that  the  iron 
combination  had  taken  advantage  of  this  prohibitive  tariff  to  secure  unreasonable 
profits.  ' '  The  results,  "he  said,  ' '  of  this  policy  are  not  to  be  overlooked  for  the  lead- 
ing members  of  the  combination,  the  Prager-Eisen-Industrie-Gesellschaft  and  the 
Alpine-Montangesellschaft,"  these  two  being  the  two  most  prominent  members  of 
the  combination.  "At  the  time,"  he  continues,  "  when  this  combination  was  made, 
the  shares  of  the  Alpine  company  stood  at  15  florins;  of  the  Prager  Eisen  company 
at  100  florins.  To-dav  Alpine  stands  at  157  and  Prager  at  738,  and  the  iron  and  steel 
producers  (of  the  smaller  class)  have  become  beggars.  *  *  *  They  (the  combined 
producers  of  crude  iron  and  steel)  have  understood  how  simply  to  take  entirely  away 
from  us  our  property.  They  are  still  fortunate;  they  wish  an  export;  they  wish  to 
send  goods  out  and  bring  gold  in.  \Ve  should  be  happy  if  we  could  receive  some- 
thing for  our  goods  within  our  own  country." 

S.  Jokl,  member  of  the  presiding  board  of  the  Merchants'  Association  of  Vienna, 
said  that  by  virtue  of  the  wxla  combination  there  had  been  a  great  increase  in  the 

Srice  of  soda,  which  had  affected  unfavorably  an  entire  line  of  industries  which  were 
ependent  upon  soda  for  part  of  their  raw  matt-rial,  such  as  the  paper,  textiles, 
glass,  and  other  industries.  He  even  went  so  far  as  to  think  that  the  ( loverninent, 
which  is  in  control  of  the  salt  production  of  Austria,  ought  to  refuse  to  sell  salt  to  the 
soda  combination  unless  it  would  place  and  keep  its  prices  reasonably  low,  the  proper 
price  to  be  determined  by  Government  experts. 

"\Ve  thus  see  that,  although  members  of  the  combinations  are  able  to  show  that  on 
the  whole  the  absolute  prices  of  their  products  in  many  particulars  have  not 
increased,  and  although  they  can  also  show  thatincertain  particularsat  least  they  have 
been  able  to  lower  the  costsof  production,  many  other  business  men  who  are  familiar 
with  price  conditions  in  Austria  believe  that  the  effect  of  the  combinations  has  been 
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to  increase  prices  materially,  and  that  they  have  likewise  been  able  to  take  advantage 
of  the  protective  tariff  to  raise  their  prices  to  an  unreasonable  extent.  That  the  pro- 
tective tariff  has  been  used  to  increase  prices  is,  as  we  have  seen,  freely  conceded  by 
the  managers  of  the  iron  and  petroleum  combinations,  but  they  of  course  do  not 
concede  that  it  has  been  used  to  an  unreasonable  extent.  They  believe  that  the  tariff 
in  itself  is  not  unreasonably  high,  and  that  they  are  fully  justified  in  fixing  their 
prices  as  high  as  the  tariff  itself  will  permit. 

The  chamber  sums  up  its  conclusions  regarding  prices  about  as  follows:  It  begins 
with  the  assertion  that  an  entrepreneur's  profit  is  a  conditio  sine  qua  non  of  the  exist- 
ence of  any  industry.  But  as  free  competition  has  brought  overproduction  and 
price  crises,  which  threaten  to  ruin  industry  by  depriving  the  manufacturer  of  profit, 
some  remedy  must  be  found.  Two  ways  are  suggested:  One,  the  increase  of  consump- 
tion ;  the  other,  regulation  of  production.  The  former  is  beyond  the  power  of  anyone; 
the  latter  at  present  may  be  effected  by  industrial  combinations.  The  combinations 
are  the  children  of  necessity.  They  must  be  considered  as  a  healthy  phenomenon 
in  so  far  as  they  restore  equilibrium  between  demand  and  supply,  introduce  economy 
in  business  transactions,  etc.  Consumers  are  not  the  best  judges  of  prices,  for  they 
always  want  the  lowest  prices,  even  though  the  result  should  be  the  ruin  of  the  pro- 
ducer. The  chamber,  in  analyzing  the  charges  regarding  prices  brought  against  the 
combinations,  namely,  that  they  increase  prices  and  make  lower  export  than  domes- 
tic prices,  simply  repeats  the  answer  of  the  different  combinations.  The  combina- 
tions can  not  raise  prices  much  without  inviting  new  competitors,  and  the  fact  that 
foreign  products  have  less  access  to  the  inland  market  since  the  formation  of  combi- 
nations proves  that  the  prices  have  not  increased.  The  combinations  can  afford  to 
sell  at  cheaper  prices  abroad  because,  producing  on  a  large  scale  a  uniform  article, 
the  cost  of  production  is  reduced.  Without  export,  inland  prices  would  be  higher. 
The  combinations  fix  a  uniform  price  within  the  country,  which  is  of  advantage  to 
the  buyer. 

INDUSTRIAL  PROGRESS. 

The  committee  of  the  chamber  of  commerce  reached  also  the  conclusion  that  tech- 
nical progress  is  not  hampered  by  combinations.  It  is  interesting  to  note  that  they 
base  this  conclusion  in  part  upon  the  experience  of  the  Standard  Oil  Company  as 
well  as  upon  experience  of  the  combinations  in  Austria.  They  are  of  the  opinion 
that  under  unfavorable  conditions  for  an  industry  no  improvement  can  be  made. 
Believing,  then,  that  the  combinations,  with  their  central  selling  bureaus,  have  simpli- 
fied all  business  transactions  and  have  tended  to  make  conditions  more  favorable, 
they  believe  that,  on  the  whole,  they  have  tended  to  further  rather  than  to  check 
improvements. 

LAW  REGARDING  COMBINATIONS. 

The  experience  of  Austria,  both  regarding  laws  aimed  directly  at  industrial  combi- 
nations and  as  regards  certain  features  of  their  corporation  laws  which  tend  toward 
the  same  end,  is  more  interesting  than  that  of  any  other  European  country.  As  long 
ago  as  1870,  in  a  law  that  had  to  do  particularly  with  the  relations  between  employers 
and  workmen,  it  was  declared  that  agreements  of  business  men  for  the  purpose  of 
increasing  the  price  of  any  ware  to  the  injury  of  the  public  were  invalid.  This  law 
found  little  application  until  after  complaints  began  to  be  made  regarding  the  larger 
industrial  combinations  of  later  days.  These  combinations  in  Austria,  as  has  been 
explained,  are  mostly  in  the  nature  oi  agreements  between  different  establishments 
regarding  extent  of  output  and  regarding  prices.  In  very  many  cases  for  the  viola- 
tion of  these  agreements  forfeits  have  been  posted,  or  at  any  rate  certain  forfeits  are 
agreed  upon  among  the  members  of  the  combinations,  either  in  fixed  terms  or  to  be 
determined  at  the  time  of  the  dispute  by  an  arbitration  committee. 

In  1898  a  dispute  arose  between  different  dealers  who,  as  long  ago  as  1887,  had 
made  an  agreement  regarding  the  sale  and  furnishing  of  goods  to  customers.  When 
the  agreement  had  been  violated,  one  of  the  parties  attempted  to  enforce  the  penalty 
through  the  courts.  The  claim  was  made  by  the  defendant  that  the  entire  claim 
was  invalid  under  the  law  of  1870,  and  the  court  decided  ( 1 )  that  the  combination 
agreements  were  invalid  and  could  therefore  not  become  the  subject  of  any  valid 
contract;  (2)  that  such  an  invalid  contract  was  without  legal  validity,  not  merely  as 
regards  the  public,  but  also  between  the  members  of  the  combination  itself;  (3)  that 
in  order  to  make  such  an  agreement  invalid,  it  was  not  necessary  to  prove  that  in 
consequence  of  the  agreement  the  price  of  the  goods  in  question  had  in  reality  been 
increased.  On  this  point  the  court  says:1  "It  is  not  of  importance  in  this  case 

1  No.  1427,  decision  of  the  20th  of  January,  1898,  p.  242,  II  Senate. 
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whether  the  agreement  in  fact  had  really  the  effect  of  increasing  the  price  of  the 
goods  to  the  public,  for  the  law  does  not  require  this  in  order  that  such  an  agree- 
ment be  declared  legally  invalid."  It  considers  rather  the  possibility  that  in  conse- 
quence of  such  an  agreement  the  price  can  be  made  more  unfavorable  for  the  public, 
as  the  words  of  the  law,  "in  order  to  increase  the  price  of  goods,"  clearly  shows. 
Such  proof  would  be  indeed  difficult  to  make  and  would  injure  the  effect  of  the  law, 
since  an  increase  in  price  might  take  place  entirely  independently  of  any  agreement 
and  outside  of  the  same.  It  was  decided  also  that  in  the  law  the  expression  "busi- 
ness men"  (Gewerbsleute)  included  also  those  producers  of  goods  who  produced  their 
goods  in  factories  as  well  as  those  who  were  merely  the  manufacturers  of  goods  by 
manual  labor. 

A  second  decision1  also  brought  into  question  the  application  of  this  law  of  1870. 
This  had  likewise  to  do  with  an  attempt  to  enforce  a  contract  by  which  a  combina- 
tion had  been  made.  The  extent  of  the  law  seemed  to  be  widened  decidedly  in  that 
in  the  decision  the  court  said  that  m  order  to  make  such  a  coalition  invalid  it  was 
immaterial  whether  all  or  how  many  of  the  members  of  any  branch  of  industry  had 
taken  part  in  the  combination.  It  was  not  necessary  to  prove  an  absolute  monopoly. 
And,  in  the  second  place,  it  was  decided  that  not  merely  was  the  artificial  increase  in 
price  of  articles  of  necessity  for  daily  life  forbidden,  but  also  an  increase  in  price  of 
any  of  those  goods  which  satisfy  the  needs  of  the  public  and  whose  increase  in  price 
can  therefore  be  felt  by  the  public. 

A  third  decision,2  which  is  not  so  directly  in  line  as  the  other  two,  has  also  a  bear- 
ing on  the  interpretation  of  this  law.  In  this  case  it  was  decided  that  a  contract 
between  an  employer  and  an  employee,  by  which  the  latter  agreed,  after  finishing 
his  term  of  service  with  his  employer,  neither  to  enter  into  the  service  of  a  competing 
establishment  as  assistant  or  partner  for  a  period  of  5  years,  nor  to  found  an  hide- 
pendent  competing  business  during  the  same  length  of  time,  was  invalid. 

A  lower  court,  also,  has  decided  in  still  a  fourth  case  that  the  ordinary  agreement 
that  has  been  made  among  the  members  of  the  Austrian  combinations,  by  which  a 
common  selling  bureau  fixes  the  percentages  of  output  and  determines  the  prices, 
doing  such  work  on  a  commission,  is  invalid,  and  that  such  commission  can  not  be 
collected  nor  can  any  penalty  be  inflicted  for  a  violation  of  the  agreement. 

These  decisions  of  the  courts,  in  effect  declaring  invalid  the  larger  part,  in  all 
probability,  of  the  contracts  which  unite  the  combinations  in  Austria,  have  tended 
naturally  somewhat  to  weaken  these  organizations.  One  can  perhaps  detect  a  slight 
tendency  for  the  combinations  to  reorganize  in  the  firmer  form  of  corporations;  but, 
for  reasons  to  be  explained  later,  this  development  of  corporations  has  been  checked 
quite  decidedly  by  certain  features  of  the  corporation  law. 

Likewise,  apparently  in  more  direct  response  to  popular  opinion,  there  have  been 
efforts  made  on  the  part  of  the  Government  to  formulate  new  laws  which  should  deal 
directly  with  the  combinations.  In  the  first  instance,  it  was  believed  by  the  Minis- 
try of  finance  that  some  of  the  combinations  among  the  producers  of  sugar,  brandy, 
beer,  petroleum,  salt,  articles  which  were  subject  to  a  heavy  internal-revenue  tax, 
through  their  power  to  increase  the  price,  might  very  materially  lessen  the  quantities 
consumed,  and  in  consequence,  lessen  the  revenues  of  the  Government.  At  the  same 
time  it  was  doubtless  also  thought  wise,  if  they  were  about  to  undertake  a  new  line 
of  legislation  so  important  as  that  which  dealt  with  industrial  combinations,  to  begin 
at  first  with  only  certain  classes  of  industries  in  order  that  experience  might  show 
possible  defects  in  the  laws  before  they  were  extended  to  all  industries  which  were 
in  part  or  entirely  controlled  by  combinations. 

In  consequence,  in  1897,  the  Government  introduced  a  bill  into  the  House  of 
Representatives  regarding  combinations  in  relation  to  articles  of  consumption  which 
were  subject  to  an  internal-revenue  tax.  This  was  intended  to  touch  particularly 
the  industries  mentioned  above  and  other  combinations  which  might  be  formed  to 
control  the  production  of  similar  articles  of  daily  use.  The  main  features  of  this 
bill  were  these:  All  such  combinations  were  to  be  brought  directly  under  the  super- 
vision of  the  State.  In  order  that  the  combinations  should  be  considered  valid  they 
must  be  recognized  as  such  by  a  State  board,  to  which  they  must  make  full  declara- 
tion regarding  (a)  the  aim  and  the  means  of  the  combination;  (6)  the  percentage 
of  the  industry  and  the  number  of  establishments,  with  the  firm  name  and  the 
capacity  of  each  one;  (c)  the  rights  and  duties  of  the  members,  the  fines  agreed 
upon,  and  the  other  pledges  of  various  kinds  of  the  members;  (d)  the  office  of  the 
combination,  or,  if  its  main  office  be  in  a  foreign  country,  the  site  of  the  principal 
office  within  the  country  itself;  (e)  the  officers,  with  their  duties;  (/)  their  method 


»No.  130.  decision  of  the  6th  of  April,  1899,  p.  3419,  II  Senate. 
*No.  1484;  decision  of  June  2,  1898,  p.  5211,  III,  Senate. 
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of  representation  abroad;  (g)  the  time  for  which  the  agreement  is  made;  (h)  what- 
ever agreements  there  are  regarding  the  settlement  of  difficulties  arising  from  the 
agreement  itself.  Upon  these  facts  being  given  to  the  Government  it  was  to 
make  due  examination  and  either  grant  or  refuse  the  privilege  of  organization. 
Every  change  in  the  articles  of  association  was  likewise  to  be  laid  before  the  proper 
Government  bureau.  All  combinations  were  in  this  way  to  be  entered  in  the  public 
register.  For  the  purpose  of  carrying  put  in  detail  its  powers  the  Government  officials 
were  to  have  the  right  to  examine  in  detail  the  books  and  business  papers  of  the 
combination,  and  to  demand  detailed  explanations  from  the  officers.  Secret  pro- 
cesses and  technical  details  of  the  business  need  not  in  every  case  be  given,  and 
wherever  given  were  to  be  kept  secret.  Under  the  finance  minister  there  was  to  be 
organized  a  special  commission  of  12  members,  half  of  them  taken  from  among  the 
officers  in  the  department  of  finance  and  the  other  ministries,  half  from  business 
men.  Before  the  finance  minister  could  refuse  his  sanction  to  the  organization  of 
any  combination,  he  must  take  the  advice  of  this  commission.  For  violation  of  the 
law  the  combinations  were  subject  to  heavy  fines  and  other  penalties. 

Although  this  law  was  introduced  by  the  Minister  of  Finance  and  urged,  owing  to 
the  political  complications  in  Austria  for  the  last  two  or  three  years  the  law  has  not 
passed,  and  has,  in  fact,  for  the  time  being  at  any  rate,  been  completely  set  aside. 

Meanwhile,  the  Ministry  of  Commerce  of  Austria  had  created  a  special  com- 
mittee of  its  council  of  industry  to  make  a  study  of  the  question  of  combinations 
to  see  if  they  could  formulate  from  their  point  of  view  a  general  law  concerning  com- 
binations, the  one  which  was  introduced  by  the  ministry  of  finance  having  merely 
considered  those  combinations  which  affect  directly  the  income  of  the  State.  In 
1900,  after  they  had  studied  the  question  for  some  little  time,  they  had  reached  two 
conclusions:  First,  that  the  combinations  should  be  recognized  as  juristic  persons;  and 
second,  that  they  should  be  put  under  State  control.  Further  study  of  the  question 
led  to  a  report  in  more  detail  from  the  two  members  of  the  committee  of  the  council  of 
industry  to  whom  the  question  had  been  referred.  This  report  discusses  the  rea- 
sons for  the  existence  of  the  combinations,  their  nature  and  tasks,  the  existing  law 
of  Austria  regarding  them,  and  finally  lays  put  a  plan  for  future  regulation  of  the 
legal  position  of  the  combinations.  The  main  points  are  as  follows:  First,  the  com- 
binations are  to  be  recognized  as  legal  organizations  and  should,  in  accordance 
therewith,  be  brought  into  a  regular  legal  form;  second,  every  combination  should 
be  required  to  report  its  condition  and  its  form  of  organization  to  a  combination  board 
(Kartellamt),  which,  in  general,  is  to  be  considered  as  a  judicial  body,  and  which 
also  takes  charge  of  the  registration  of  the  combinations;  third,  this  combination 
board  would  have  also  to  act  as  a  court  of  first  instance  for  the  settlement  of  all 
legal  difficulties  arising  out  of  the  organization  and  activity  of  the  combinations; 
fourth,  for  the  restriction  of  monopolistic  tendencies  carried  to  an  unwarranted 
extent,  through  the  setting  aside  or  limitation  of  free  competition,  suitable  measures 
should  be  taken  in  revision  of  the  import  duties;  also  in  the  field  of  State  railway 
freight  charges,  as  well  as  by  the  encouragement  of  organizations  opposed  to  com- 
binations (possibly  trade  associations);  fifth,  for  the  purpose  of  consultation  and  of 
decision  regarding  the  measures  of  the  administration  which  touch  this  question,  there 
should  be  created  a  monopoly  or  combination  council,  which  is  to  be  considered 
as  a  consultative  organ  of  the  ministry  of  commerce;  sixth,  it  is  further  suggested 
formally  that  the  Government  might  properly,  on  the  basis  of  the  principles  regard- 
ing combinations  agreed  upon  by  the  committee,  work  out  a  bill  and  lay  it  before 
the  committee  on  combinations  for  consideration. 

This  report  of  the  special  committee  was  taken  up  by  the  council  of  commerce  and 
discussed  at  considerable  length.  On  the  matters  under  consideration  the  following 
actions  were  taken.  The  suggestion  that  it  was  necessary  for  the  combinations  to 
be  given  legal  regulation  was  unanimously  approved.  A  majority  of  the  council 
were  of  the  opinion  that  the  combinations  should  be  subjected  to  a  certain  degree 
of  publicity,  and  registration  was  suggested  on  both  legal  and  economic  grounds. 
As  regards  the  nature  of  the  information  that  should  be  given  for  registration 
purposes,  it  was  thought  that  there  should  be  reported  for  registration  in  general  the 
economic  reasons  for  the  organization  of  the  special  combination,  its  purposes,  and 
the  means  which  it  employed.  This  general  announcement  of  the  combination 
should  be  examined  by  a  special  combination  board  in  the  ministry  of  commerce, 
to  which  should  be  given  in  general  the  oversight  of  all  matters  concerning  com- 
binations. It  was  further  thought  wise  that  there  should  be  created  a  special  court 
for  combinations  for  the  settlement  of  difficulties  arising  out  of  conditions  of  com- 
bination, which  court  should  be  created  in  a  way  that  would  correspond  to  its  special 
purpose,  i.  e.,  it  presumably  should  be  made  up  in  part  of  experts.  It  was  further 
recognized  as  desirable  that  there  be  created  also  a  monopoly  and  combination  coun- 
cil for  the  purpose  of  advising  and  deciding  upon  those  measures  which  needed  to  be 
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taken  in  the  matters  of  changes  of  import  duties  or  tariffs  for  the  purpose  of  benefiting 
the  industries  with  monopolistic  tendencies.  This  combination  council  should  be 
organized  through  the  association  of  all  interested  factors  in  such  a  way  that  it  would 
give  the  best  possible  guaranty  of  an  objective  judgment  of  the  questions  to  be  decided ; 
and  finally,  the  same  committee  that  had  had  the  matter  in  charge  before  was  to 
formulate  the  principles  in  detail  for  the  legal  regulation  of  combinations,  with  the 
assistance  of  the  bureau  of  the  council  of  industry,  keeping  fully  in  view  the  results 
of  the  discussion  at  that  time  held.  Later  this  committee  was  to  make  a  final  report 
to  the  full  council. 

It  will  be  seen  from  these  reports  that  at  the  present  time  the  question  of  the  legal 
regulation  of  combinations  in  Austria  in  any  formal  way  is  still  a  subject  of  merely 
academic  discussion,  although  the  matter  was  taken  up  as  long  ago  as  1896.  Con- 
sidering also  the  present  political  situation  in  Austria  and  the  difficulty,  not  to  say 
impossibility,  of  accomplishing  much  in  the  way  of  definite  political  action,  it  does 
not  appear  that  there  ie  immediate  prospect  of  final  legislation.  On  the  other  hand, 
this  report  does  show  the  matured  conclusion  of  a  special  committee,  which,  with 
the  assistance  of  the  reports  made  before  to  the  House  of  Representatives  and  to 
the  chambers  of  commerce  in  Prague  and  in  Vienna,  has  made  a  most  unusually 
careful  investigation  of  the  entire  subject. 

THB  INCORPORATION  LAW. 

In  Part  II  there  is  given  in  some  detail  the  leading  points  of  the  Austrian  law 
regarding  corporations,  which  tend  to  show  how  complete  is  the  Government  over- 
sight of  such  organizations.  In  the  first  place,  in  accordance  with  the  early  law 
regarding  corporations  in  Austria,  persons  proposing  to  organize  such  corporation 
must  make  a  formal  request  for  such  organization  of  the  proper  Government  bureau. 
It  then  remains  discretionary  with  this  Dureau  either  to  give  or  to  refuse  permission. 
In  order  that  it  may  give  an  intelligent  decision,  the  bureau  has  the  power  to  get 
the  most  detailed  information  regarding  the  property  concerned,  the  nature  of  the 
business,  the  form  of  share  issue,  the  method  of  paying  for  the  shares,  and  of  simi- 
lar matters.  For  several  years  after  the  law  was  first  passed,  in  1862,  this  Govern- 
ment bureau  was  in  the  habit  of  granting  concessions  with  a  good  deal  of  freedom. 
After  the  crisis  of  1873  there  was  a  popular  outcry  against  corporations,  since  they 
were  thought  by  many  to  be  responsible  for  the  crisis.  Thereupon  the  Government 
bureau  became  very  particular,  exacting  the  most  detailed  information,  and  in  many 
cases  refusing  to  give  the  required  concession  even  when,  from  the  point  of  view  of 
most  business  men,  there  seemed  to  be  no  sufficient  reason  for  refusal.  This  feeling 
of  fear  of  corporations,  and  even  of  hostility  toward  them,  seems  also  to  have  been 
reflected  to  a  considerable  extent  in  the  tax  laws,  inasmuch  as  the  taxes  are  very 
much  higher  upon  corporations  than  upon  private  individuals.  All  corporations 
are  required  to  make  public  reports  of  their  accounts,  and,  speaking  generally,  there 
is  a  tax  of  10  per  cent  of  their  taxable  net  income  levied  upon  business  corporations. 
If  a  corporation  pays  dividends  in  excess  of  10  per  cent  in  any  year,  it  is  subject  to 
additional  taxes  which  may  amount  to  a  tax  or  4  per  cent  on  any  surplus  income 
above  15  per  cent.  Such  exceedingly  high  taxes,  it  can  be  seen,  would  tend  to  make 
the  other  departments  of  the  Government  rather  more  hostile  toward  corporations 
than  would  normally  be  the  case. 

In  consequence  of  the  hesitation  of  the  Government  board  in  granting  concessions 
for  incorporation  there  has  been  for  some  years  an  active  agitation  for  a  new  incor- 
poration act  modeled  after  that  of  Germany,  which  should  prescribe  accurately  the 
conditions  of  incorporation,  and  which  should  thus  take  away  discretionary  power 
from  the  Government. 

Owing  to  the  political  difficulties  in  the  legislature,  however,  it  has  not  been  pos- 
sible to  get  such  a  law  seriously  considered.  In  order  that  some  relief  might  be 
secured  the  business  men  made  such  urgent  representations  to  the  Government 
regarding  the  evils  of  the  existing  situation,  that  at  length,  on  September  20,  1899, 
the  ministries  of  the  interior,  finance,  commerce,  justice,  and  agriculture  issued  a  spe- 
cial decree  by  which  they  laid  down  regulations  for  the  organization  and  changes  in 
form  of  corporations  for  industrial  and  trade  purposes.  In  this  decree  they  practi- 
cally prescribed  the  methods  by  which  the  Government  board  should  be  bound  to 
act,  stating  that  if  those  wishing  to  organize  a  corporation  would  follow  certain  pre- 
scribed forms  and  furnish  the  information  required  in  the  decree,  the  concession 
should  be  granted  as  a  matter  of  course.  It  was  felt  that  by  this  decree,  although  it 
did  not  have  the  force  of  formal  law,  much  relief  would  be  given  to  business  men,  and 
that  they  would  be  in  many  ways  free  from  the  apparently  arbitrary  acts  of  the  Gov- 
ernment board.  It  was  hoped  that  this  decree  might  for  the  time  being  take  the 
place  of  a  new  corporation  law  and  furnish  the  necessary  relief. 
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Late  information  from  Austria,  however,  serves  to  show  that,  in  spite  of  these 
regulations  that  have  been  made,  and  although  there  has  been  considerable  improve- 
ment, it  is  still  recognized  that  too  much  discretion  has  been  left  still  to  the  Govern- 
ment board  and  that  as  early  as  possible  a  new  corporation  law  should  be  passed. 

This  situation  as  regards  the  difficulty  of  organizing  a  great  corporation,  especially 
when  the  public  feeling  is  so  strong  in  many  instances  against  combinations  as  it  is 
in  Austria,  taken  together  with  the  great  degree  of  publicity  required  under  even  the 
present  regulations  and  the  extremely  high  tax  which  corporations  have  to  pay, 
serves  to  explain  why  the  combinations  have  not  to  any  very  great  extent  taken  the 
form  of  corporations,  although  the  decisions  of  the  courts  seem  to  make  the  combina- 
tions themselves  quite  insecure.  It  should  be  recognized,  too,  in  this  connection, 
that  the  tax  burden  does  not  merely  come  from  the  height  of  the  tax  itself,  but  also 
from  the  fact  that  corporations  are  so  strictly  under  the  oversight  of  State  officials 
that  the  tax  is  certain  to  be  collected  in  full,  whereas  in  the  case  of  private  indi- 
viduals or  private  companies  often  a  considerable  part  of  the  tax  is  evaded. 

Although  the  courts  seem  to  have  taken  a  position  so  hostile  to  the  combinations 
that  many  of  their  regulations  could  not  be  enforced  by  law,  it  is  still  probable  that 
in  the  great  majority  of  cases  the  combinations  will  be  able  to  hold  their  contracts 
even  without  the  sanction  of  the  courts.  It  is  probably  true  that  these  combinations 
were  first  made  owing  chiefly  to  the  pressure  of  very  severe  competition,  or  with 
the  prospect  of  very  liigh  profits;  and,  with  the  provisions  which  have  regularly 
been  made  for  inspection  of  one  another's  books  it  is  probably,  under  those  circum- 
stances, for  the  interests  of  practically  all  of  the  members  to  abide  by  their  agree- 
ments. Under  more  trying  circumstances  there  is  more  likelihood,  of  course, 
of  the  combination  falling  to  pieces;  but  even  then,  although  the  courts  will  not 
enforce  the  conventional  fine  which  has  been  agreed  upon,  there  are  still  ways 
within  the  law  of  inflicting  penalities  upon  a  member  of  the  combination  who  thus 
violates  his  agreement.  The  other  members  can,  for  example,  comparatively  easily 
sell  to  his  customers  or  within  his  territory  at  very  low  rates  until  they  can  compel  a 
loss  greater  than  any  gain  that  he  would  be  likely  to  make  from  the  violation  of  the 
contract.  Likewise  it  should  be  borne  in  mind  that  the  hostile  acts  of  the  courts 
have  not  gone  further,  and  can  not  go  further  than  declaring  the  contracts  of  a  com- 
bination invalid;  there  is  no  criminal  penalty  attached  to  the  organization  of  a 
combination.  When  one  considers  the  scores  of  combinations  that  have  been  made, 
and  the  further  fact  that  some  of  them,  like,  for  example,  the  sugar  combination, 
have  almost  an  absolute  control  of  the  entire  business  in  Austria,  and  when  one 
keeps  it  in  mind  that  some  of  these  combinations  have  extended  their  contracts  from 
period  to  period  for  more  than  a  decade,  whereas  only  a  very  few  have  invoked  the 
aid  of  the  courts  to  enable  them  to  break  away  from  their  agreements,  it  can  be  seen 
that  after  all,  much  as  the  members  of  combinations  would  like  to  have  a  change  in 
their  law,  they  can  still  exist,  and  can  even  flourish  without  such  change. 


APPENDIX  I. 

THE    TRUST    BILL1    SUBMITTED    BY    THE    GOVERNMENT   TO   THE 
LEGISLATIVE  BODIES. 

SECTION  1.  Whenever  independent  enterprises  unite  themselves  for  the  purpose  of 
influencing  the  conditions  of  production,  price,  and  consumption  of  such  articles  of 
consumption  which,  like  sugar,  brandy,  beer,  oil  from  minerals,  and  salt,  are  sub- 
ject to  an  excise,  such  alliances  of  enterprises  (trusts),  according  to  this  act,  are  to 
be  subject  to  the  supervision  of  the  Government. 

The  same  governmental  supervision  takes  place  over  agreements  between  two  or 
more  home  trusts  and  over  agreements  between  domestic  trusts  and  similar  organiza- 
tions in  foreign  countries. 

SEC.  2.  A  trust,  in  order  to  be  valid,  requires  in  all  cases  a  statement,  under  a 
notary's  acknowledgment,  of  the  following  details: 


Purpose  and  object  of  the  trust. 

Branch  of  trade  and  number  of  members  of  the  trust;  name  of  each. 

Privileges  and  obligations  of  the  members,  and  contracts  or  agreements  entered 


into  by  the  members  as  to  penalties,  etc. 

(4)  Seat  of  the  trust  (office  of  the  home  management)  or,  should  it  be  a  foreign 
trust,  the  name  of  the  manager  and  his  place  of  residence  in  Austria  must  be  given. 


Management  and  general  features  of  the  business  done. 

Names  of  the  foreign  representatives,  if  there  are  any. 

Duration  of  the  agreement  made  by  the  trust  members. 

Eventual  agreement  as  to  the  way  of  settling  litigations  arising  from  the 


trust. 

SBC.  3.  The  provisions  of  the  act  of  April  7, 1870,  section  2  (law  of  coalition),  as  far 
as  they  concern  agreements  on  prices  of  wares,  under  section  4  of  the  same  act,  as  to 
trusts  concerned  in  the  proposed  act,  are  hereby  annulled;  the  othei  provisions  of 
the  first-mentioned  act  stand  valid. 

Any  kind  of  agreements  or  settlements  mentioned,  either  by  statute  or  by  resolu- 
tion of  trusts,  are  prohibited;  any  other  provisions  on  associations  and  unions  stand 
untouched  by  these  presents. 

SEC.  4.  Notice  must  be  given  to  the  authorities  of  all  statutes  of  trusts.  Within 
eight  days,  at  most,  subsequent  to  executing  the  statutes  of  trusts  notice  is  to  be  given 
to  the  ministry  of  finance.  The  validity  of  the  statute  of  trusts,  or  any  amendment 
to  the  same,  especially  any  calling  of  sessions  of  members  of  trusts,  require  the 
authentication  of  a  notary;  these  facts  and  also  the  dissolution  of  trusts  are  to  be 
given  notice  of  in  the  same  way. 

The  notary  shall  present  within  eight  days  the  statute  or  any  modification  of  it  to 
the  ministry  of  finance  in  five  authenticated  copies. 

A  new  trust  is  not  permitted  to  take  action,  nor  are  any  of  the  statutes  efficacious, 
earlier  than  a  fortnight  prior  to  the  presenting  of  the  notice. 

Any  resolution  relative  to  the  fixing  of  prices,  quantity  of  production,  etc.,  is  to 
be  reported  to  the  ministry  of  finance  not  later  than  one  day  after  formation  of  the 
resolution. 

SEC.  5.  The  members  of  the  trusts  are  obliged  to  have  the  notification  provided  for 
in  section  4  made  in  person  or  by  a  specially  empowered  attorney  or  representative. 

SEC.  6.  The  governmental  supervision  over  the  trusts  mentioned  in  section  1  is  to 
be  managed  by  the  ministry  of  finance. 

It  is  authorized  to  examine  for  this  purpose  any  commercial  books  of  the  trusts 
and  notes  of  the  business  transacted  by  the  same,  and  to  demand  from  its  directors, 
managers,  and  the  interested  enterprises  any  information  respecting  any  business 
relation,  external  or  among  the  members. 

The  obligation  of  giving  information  shall  not  be  extended  to  any  technical  con- 
trivances and  procedures. 

iThe  translation  of  the  text  of  the  bill  itsolf  is  t«ki-n  from  United  States  Consular  Reports,  Vol.  LV, 
p.  47;  the  explanations  are  translated  for  the  Industrial  Commission. 
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SEC.  7.  The  ministry  of  finance  is  authorized  to  prohibit  the  execution  of  resolu- 
tions of  trusts  (mentioned  in  section  4)  if  they  are  apt  to  cause  increase  or  decrease 
in  prices  of  goods  or  services  to  the  injury  of  the  producers  or  performers  (unless  the 
resolutions  have  for  object  to  effect  economy  in  branches  of  industry  by  the  estab- 
lishment of  prices  and  in  view  of  the  condition  of  competition),  on  account  of  the 
damage  to  the  capacity  of  consumption,  to  taxation,  and  to  the  proceeds  of  excises 
which  may  result  from  such  resolutions.  For  the  said  reasons  the  existence  of  a 
trust  and  any  alteration  of  the  statutes  can  be  annulled  if  the  trust  has  one  of  the 
aforesaid  objects.  In  these  cases  the  manager  of  the  trust  and  representatives  of 
the  branch  of  trade  are  to  be  heard. 

The  ministry  of  finance  has  to  decide,  after  careful  examination,  whether  or  not 
the  circumstances  are  those  provided  for  in  the  law.  A  trust  trespassing  on  the  pro- 
visions of  section  3,  paragraph  2,  is  to  be  annulled  by  the  ministry  of  finance. 

SEC.  8.  The  existence  of  a  trust,  any  modification  of  its  statutes,  or  resolution 
named  in  the  last  sentence  of  section  4  having  been  annulled  by  the  ministry  of 
finance  on  the  ground  of  this  act  (sections  7,  13,  and  19),  becomes  illegal  and  the 
statutes,  amendments,  or  resolutions  (section  4)  shall  be  void. 

SEC.  9.  The  ministry  of  finance  is  authorized  to  order  at  any  time  the  managers  of 
a  trust  to  give  bond,  the  amount  of  which  is  to  be  fixed  in  accordance  with  the 
extent  of  trades  under  the  trust,  but  never  exceeding  200,000  florins.  This  bond  is  to 
serve  as  security  for  the  conformity  of  the  trust  to  the  provision  of  this  act  (section 
19).  The  method  of  giving  and  depositing  the  bond  will  be  controlled  by  special 
decree. 

SEC.  10.  A  special  committee,  consisting  of  twelve  members  and  presided  over  by 
the  minister  himself,  or  a  substitute  designated  by  him,  is  to  be  formed  in  the  min- 
istry of  finance.  Of  these  members,  half  will  be  selected  by  the  minister  from  among 
officials  of  the  ministry  of  finance  and  other  ministries  concerned.  The  other  half 
are  to  be  selected  from  the  professions  to  act  for  a  certain  period.  Tax  or  excise 
officers  are  not  allowed  to  be  members  of  this  committee. 

Prior  to  any  decision  (section  7)  prohibiting  a  trust  or  a  resolution  of  a  trust  by 
the  ministry  of  finance,  the  opinion  of  the  committee  is  to  be  heard. 

The  ministry  of  finance,  according  to  this  act,  is  entitled  to  confer  upon  the  com- 
mittee the  superintendence  of  the  trusts,  above-mentioned  decisions  excepted. 

The  ministry  of  finance  or  the  committee  in  charge  is  authorized  to  employ  one  or 
more  commissioners,  designated  for  special  cases  or  for  permanent  service,  to  exer- 
cise governmental  supervision.  They  have  the  authority  noted  in  section  6,  para- 
graph 2,  to  make  the  necessary  inquiries,  and  they,  too,  shall  not  be  selected  from 
among  tax  officials.  Particular  provisions  as  to  the  selection  and  the  nature  of  prac- 
tice of  the  committee  and  as  to  the  privileges  of  the  commissioner  will  be  issued  by 
special  decree. 

SEC.  11.  The  members  of  the  committee  and  the  commissioner  are  bound  by  oath 
to  secrecy,  unless  they  are  acting  Government  officers,  who  are  bound  by  official  oath 
to  keep  secret  any  official  business.  Duty  of  secrecy  especially  involves  strict  silence 
as  to  any  object  of  business  or  trade. 

SEC.  12.  This  law  applies  to  trusts  (section  1)  already  in  existence,  and  they  have 
to  give  notice  (section  4)  within  a  month  from  the  day  they  begin  work. 

SEC.  13.  Should  one  of  the  notifications  provided  in  sections  4  and  12  be  omitted 
within  the  fixed  period  any  manager,  member  of  a  trust,  legal  representative  of  the 
companies,  or  their  attorneys  shall  suffer  for  such  an  omission  for  any  special  case 
a  disciplinary  fine  of  not  exceeding  2,000  florins.  In  the  same  manner  the  notary 
is  to  be  fined  who  omits  the  performance  of  duty  as  provided  in  section  4. 

When  the  persons  aforesaid  refuse  to  give  information  asked  by  the  Government 
they  shall  be  punished  by  a  fine  up  to  1,000  florins.  On  a  repeated  refusal  the 
ministry  oi  finance  may  annul  the  existence  of  the  trust. 

SEC.  14.  Whoever  gives  false  or  essentially  incomplete  information  on  points  impor- 
tant for  the  consideration  of  the  actions  of  the  trust  (whether  by  design  or  gross 
carelessness)  is  guilty  ol  an  offense  and  is  to  be  punished  with  imprisonment  of  from 
eight  days  to  three  months  and  with  a  fine  of  from  100  to  5,000  florins. 

SEC.  15.  Whoever  participates  in  the  activity  of  a  trust  (section  1)  designedly  or  by 
gross  error — 

(1)  In  spite  of  the  Government's  prohibition  or  prior  to  expiration  of  the  requisite 
time  provided  in  section  4; 

(2)  Whoever  carries  into  effect  a  resolution  of  a  trust  which  is  prohibited  by  the 
Government; 

(3)  Whoever  participates  in  a  trust  having  taken  action  (a)  on  the  ground  of  a 
statute  of  which  the  Government  has  not  been  notified,  (b)  without  considering  the 
provisions  of  the  statute,  (c)  under  an  agreement  of  a  trust  which  differs  from  that 
contained  in  the  statutes,  or  (d)  without  any  statute; 
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(4)  Who  trespasses  on  the  provision  of  section  3,  paragraph  2,  is  also  guilty  of  an 
offense  and  shall  be  punished  with  one  to  six  months'  imprisonment  and  with  a  fine 
of  from  200  up  to  10,000  florins. 

SEC.  16.  Members  of  the  committee  not  belonging  to  the  corporation  of  Govern- 
ment officials  having  trespassed  on  the  duty  of  secrecy  shall  be  removed  at  once  from 
their  functions  by  the  ministry  of  finance. 

If  aggravated  circumstances  supervene  they  are  further  to  be  fined  up  to  1,000 
florins.  Government  officials  committing  indiscretions  in  official  business  are  to  be 
punished  according  to  disciplinarian  provisions. 

SEC.  17.  The  authorities  of  the  country  (magistrates)  can  inflict  the  aforesaid  fines 
(sections  13  and  14,  paragraph  2),  but  appeals  can  be  made  within  two  weeks  to  the 
ministry  of  finance.  The  cases  are  to  be  tried  in  the  district  where  the  offense  has 
been  committed.  The  disciplinary  fines  go  to  the  imperial  treasury.  Offenses 
named  in  sections  14  and  15  are  submitted  to  the  jurisdiction  of  the  common-law 
courts. 

SBC.  18.  The  manager  of  a  trade  is  responsible  jointly  for  any  disciplinary  fine 
inflicted  upon  his  representative,  according  to  the  present  law,  and  likewise  for  any 
fine  against  his  attorney,  on  account  of  an  offense  (section  14)  committed  in  present- 
ing the  proper  notice. 

The  manager  is  answerable  jointly  for  the  fines  for  other  trespasses  inflicted  on 
the  ground  of  the  present  act,  if  the  trespass  has  been  committed  by  his  own  order, 
with  his  knowledge,  or  if  it  could  have  been  prevented  by  his  due  care  and  atten- 
tion. The  responsible  person  is  to  be  summoned  to  the  civil-law  court. 

SKC.  19.  The  bend  given  by  the  management  of  the  trust  is  held  as  security  for  all 
disciplinary  or  other  fines  inflicted  from  the  time  of  the  deposit  of  the  bond  against 
any  manager,  member,  or  representative.  The  Government  has  first  claim  on  the 
bond  for  fines. 

In  the  cases  of  section  15,  paragraphs  (1)  and  (2),  the  ministry  of  finance,  after 
having  heard  the  committee  (section  10),  is  authorized  to  declare  the  bond  forfeited 
in  whole  or  in  part. 

The  bonds  forfeited  go  to  the  imperial  treasury,  unless  the  bond  has  been  deposited 
a  fortnight  after  the  order  of  the  ministry  of  finance  was  issued,  or  has  been  supplied 
to  the  full  amount  after  the  forfeiture.  The  ministry  of  finance  shall  be  authorized 
to  prohibit  the  existence  of  the  trust  or  to  cause  the  missing  amount  of  the  bond  to 
be  collected. 

SMC.  20.  The  ministers  of  finance,  of  interior,  of  justice,  and  of  commerce  and 
agriculture  are  ordered  to  carry  this  act  into  effect,  which  becomes  valid  with  the 
day  of  its  publication. 


APPENDIX  II. 

EXPLANATION  OF  BILL  RELATING  TO  AUSTRIAN  TRUSTS. 

Iiifnxluctton. — The  establishment  of  combinations  of  capitalists  for  the  purpose  of 
mitigating  or  removing  the  harmful  effects  of  free  competition  and  substituting  in  its 
place,  through  a  preconcerted  and  united  action  of  the  members  of  such  a  combina- 
tion, conditions  of  production,  prices,  or  sales  as  favorable  as  possible  to  such  mem- 
bers, is  taking  place  in  Austria  since  comparatively  recent  times  in  everincreasing 
measure.  Although  exhaustive  statements  about  the  spread  and  growth  of  these 
combinations  are  wanting,  there  can  be  no  doubt  that  this  development  is  taking 
place  with  the  greatest  rapidity;  that  combinations  of  employers  occur  in  all  spheres 
of  business,  in  the  sphere  of  production,  of  commerce  and  trade,  and  of  insurance; 
that  they  are  just  as  frequent  in  the  case  of  finished  products  ready  for  use  as  with 
the  partly  finished,  raw,  and  auxiliary  materials,  etc.;  in  short,  that  thev  have 
become  one  of  the  most  important  phenomena  of  our  economic  life  anc}  have 
scarcely  left  untouched  by  their  efforts  a  single  branch  of  industry.  The  cause  for 
this  rapid  spread  is  probably  to  l>e  found  to  a  great  extent  in  the  fact  that  modern 
industry  is  built  up  in  a  continually  more  perfect  development  of  the  principle  of 
division  of  labor,  and  that,  therefore,  combinations  of  producers  of  the  finished  prod- 
ucts easily  lead  to  very  similar  combinations  of  those  producing  the  things  necessary 
for  the  manufacture  of  these  products. 

Like  similar  combinations  of  capitalists  in  foreign  countries,  these  combinations 
(usually  designated  as  combinations  or  cartels  in  the  widest  sense  of  the  word),  fol- 
lowing the  trend  of  modern  economical  development,  aim  at  securing  the  advantage 
of  the  individual  capitalist  by  creating  through  contracts,  through  formal  agreements 
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of  organization,  an  economic  organism  in  which  the  individual  capitalist  must  sub- 
mit to  a  certain  self-imposed  restriction  of  his  liberty  in  favor  of  all  the  participants. 
The  individual  may  in  this  case  pursue  his  advantage  only  in  so  far  as  it  ]s  attainable 
for  all  members  of  the  combination,  and  as  an  equivalent  for  this  self-imposed  restric- 
tion this  advantage  is  assured  to  the  capitalist,  though  possibly  in  a  smaller  measure, 
and  the  possibility  offered  to  him  to  make  his  calculations  with  definite  factors 
instead  of  the  incalculable  conditions  of  the  market,  and  to  eliminate  at  least  a  few 
of  the  numerous  unknown  quantities  which,  more  or  less,  every  undertaking  has  to 
take  into  account,  considering  the  relation  of  our  industries  with  those  of  the  world. 
The  conviction  has  triumphed  that  individual  economic  prosperity  can  be  assured 
more  easily  through  such  combinations,  through  creating  an  economic  collective 
power,  and  through  subordination  to  a  common  interest,  than  through  unrestrained 
individual  effort,  which  under  the  system  of  free  competition  may  often,  though 
only  for  a  short  period,  prove  more  profitable. 

To  be  sure,  it  can  not  be  denied  that  the  abuses  arising  from  free  competition  have 
in  some  spheres  of  industrial  life  reached  such  a  degree  that  the  capitalists  were  com- 
pelled by  sheer  force  of  circumstances  to  unite  their  economic  powers.  Such  combina- 
tions (Cartell-Vereinigungen)  represent  primarily  an  act  of  economic  self-help,  an 
expression  of  the  beneficent  idea  of  association,  which  in  such,  as  in  other  cases,  has 
brought  about  useful  results,  not  only  for  individual  interests,  but  also  for  the  com- 
munity. Though,  then,  beyond  doubt,  many  of  such  combinations  have  a  sound 
kernel  in  their  firm  and  sound  organization,  and  although  they  may  at  times  have 
beneficial  results,  still  contrary  effects  have  recently  made  themselves  so  strongly 
felt  and  have  become  so  impressed  on  the  public  mind  that  combinations  are  usually 
judged  with  reference  to  their  harmfulness,  and  that  the  Government  has  been  more 
and  more  frequently  and  urgently  called  upon  for  measures  against  them.  This  was 
done  in  numerous  interpellations  and  resolutions  of  the  imperial  Diet  and  the  pro- 
vincial parliaments,  in  resolutions  of  chambers  of  commerce  (Gewerbe-Kammern), 
in  (public)  meetings,  in  the  press,  etc. 

These  impulses,  coming  from  various  directions,  which  must  probably  be  regarded 
as  an  expression  of  prevalent  public  opinion,  have  confirmed  the  Government  in  its 
conviction  of  the  necessity  of  legal  regulation  of  combinations.  The  practical  diffi- 
culties, which  were  due  principally  to  the  novel  character  of  the  subject,  and  which, 
up  to  date,  had  not  been  ex  professo  legally  dealt  with  by  any  State  (if  the  American 
legislation,  which  was  not  applicable  to  our  conditions,  be  excepted),  made  it  expe- 
dient to  analyze  the  various  industrial  branches  and  to  single  out  those  in  which  the 
formation  of  combinations  is  of  particular  significance  from  the  point  of  view  of  taxa- 
tion and  social  effect  on  the  masses  (sociale  Massenwirkungen).  From  this  critical 
analysis  it  became  clear  that  the  abuses  of  combinations  have  nowhere  else  become  so 
sensible  as  in  certain  common  articles  (Massenartikeln)  of  daily  use  which  are  liable 
to  an  indirect  tax  in  close  connection  with  their  industrial  production.  Then  it 
became  perfectly  apparent  that  combinations  might  seriously  endanger  the  aims  of  cer- 
tain schemes  of  taxation  which  were  of  weight  in  determining  the  rate  of  certain 
indirect  taxes,  and,  furthermore,  that  combinations  have  even  endangered  in  these 
spheres  important  interests  of  the  State  treasury  and  of  large  masses  of  the  consumers. 
This  was  then  the  most  weighty  consideration  that  determined  the  Government,  in 
fulfilment  of  its  duties  toward  the  interests  of  the  State  treasury  and  as  guardian  of 
the  common  weal,  to  stake  off  as  a  reservation  the  sphere  of  these  articles  of  con- 
sumption subject  to  the  indirect  taxes  mentioned  and  to  make  it  the  subject  of  legal 
regulation.  This  regulation  appears  to  the  Government  to  be  a  necessity  to  prevent 
the  burden  imposed  on  the  consumer  by  the  present  system  of  indirect  taxation  of 
these  articles  being  increased  by  private  organizations,  against  the  purposes  of  reve- 
nue legislation  and  in  a  manner  harmful  to  the  community.  Such  considerations 
must  have  the  more  influence  with  the  Government  at  a  time  when  the  same,  from 
important  reasons  of  State  interest,  is  confronted  by  the  necessity  of  increasing  the 
indirect  taxes  on  these  articles.  Under  these  conditions  the  Government  considered 
it  an  absolute  duty  to  prevent  the  resources  of  the  people  being  drawn  upon  beyond 
the  necessary  burden  of  taxation  by  private  agreements  that  practically  aim  at  the 
imposition  on  the  consumer  of  compulsory  sacrifices  in  the  nature  of  indirect  taxes. 
Combinations  and  rings. — In  spite  of  the  above-mentioned  delimitation  of  the  field 
chosen  for  legal  regulation,  the  different  phenomena  and  effects  which  combinations 
in  general  show  were  also  to  be  considered.  Combinations  which  have  already 
become  at  the  present  day,  as  an  economic  type,  constant  collective  phenomena,  have 
shown  the  most  varied  development,  extending  in  all  possible  directions,  and  have, 
under  different  external  conditions,  produced  very  different  effects.  Thus  it  happens 
that  very  different  things  are  understood  under  the  name  of  combinations,  and  from 
this  it  also  follows  that  the  question,  frequently  quite  general,  whether  trusts  are  useful 
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or  harmful,  can  not  be  answered  concisely.  For  if  one  asserts  in  an  offhand  fashion 
the  usefulness  or  harmfulness  of  combinations,  it  is  still  anything  but  clear  to  what 
such  statements  refer — whether  to  the  capitalist  or  to  the  workingrnan,  or  the  popu- 
lation, etc.  But  in  order  to  be  able  to  judge  whether  combinations  are  useful  or 
harmful  to  the  community  it  is  necessary  to  distinguish  between  different  kinds  of 
combinations.  Public  opinion  does  this  instinctively  by  designating  one  form  of 
combinations  as  rings  and  the  other  as  combinations  in  the  narrower  sense  of  the 
word.  With  this  distinction  the  opinion  has  become  established  that  the  rings, 
but  not  the  combinations,  in  the  narrower  sense  of  the  word,  are  harmful  to  the 
community.  The  most  important  distinction  between  these  two  forms  consists  in 
this:  That  the  ring  is  an  instrument  for  the  sale  of  wares,' while  the  combination  is 
an  instrument  for  the  production  of  wares.  In  spite  of  the  prevailing  opinion  that 
the  rings  are  harmful  to  the  community,  this  harmfulness  can  not  pass  for  a  definite 
characteristic,  and  even  if  public  opinion  is  on  the  right  track  in  so  far  as  the  rings  are 
certainly  in  the  majority  of  cases  instruments  of  speculative  abuses  of  a  nature  harm- 
ful to  the  community  (like  the  copper  ring  or  the  former  maize  and  oats  ring  of 
Austria),  still  cases  are  conceivable  where  combinations  of  dealers  pursue  aims  which 
in  no  wise  injuriously  affect  the  interests  of  the  community,  so,  for  the  sake  of  exam- 
ple, when  an  opposition  ring  was  formed  to  uphold  the  rate  of  exchange  of  Govern- 
ment securities  against  a  ring  of  speculators  who  tried  to  depress  it,  or  if  (to  cite 
another  example)  combinations  are  entered  into,  as  was  recently  done  by  a  syndicate 
of  banks  in  the  United  States  of  America  to  counteract  a  depreciation  of  domestic 
currency  by  uniting  to  bring  in  foreign  money.  Likewise  it  is  possible  to  conceive 
of  combinations  of  exporters  who,  to  preserve  the  reputation  of  domestic  trade  with 
foreign  countries,  agree  not  to  sell  an  inferior  class  of  wares,  etc. 

Only  such  combinations  can  probably  be  designated  as  harmful  to  the  community 
that  buy  up  a  commodity  or  obtain  deliveries  in  order  to  raise  the  prices  of  this  com- 
modity," through  complete  or  partial  closing  of  the  markets,  beyond  its  normal  rate: 
or  which,  through  fictitious  sales  or  delivery,  depress  prices  beneath  their  normal 
rates  in  order  to  supply  themselves  at  these  depressed  prices — which  do  all  this  to 
obtain,  through  falsifying  the  state  of  the  markets,  unjustified  gains.  The  peculiarity 
of  the  ring,  therefore,  is  this:  That  speculators  combine  in  order  to  falsify  in  their 
favor,  in  the  manner  stated,  the  state  of  the  markets.  It  may  already  be  mentioned 
here  that  the  regulation  of  the  special  question  now  under  consideration  includes 
both  classes  of  combinations,  the  rings  and  the  combinations  (proper). 

r»  fnl in.*.*  or  harmfulness. — In  judging  the  combinations  in  the  narrower  sense  of 
the  word  also,  the  question  of  their  usefulness  or  harmfulness  calls  for  investigation. 
For  the  position  of  the  public  authorities  toward  the  combinations  depends  on  the 
answer  to  this  question.  But,  as  already  stated,  a  concise  logical  subdividing  of  com- 
binations for  the  purposes  of  regulation,  according  to  external  distinctions — for 
example,  according  to  categories  like  ' '  combinations  ot  production, "  "  combinations  of 
prices,"  "combinations  of  selling,"  etc. — can  not  be  attempted,  but  a  critical  examina- 
tion of  combinations  according  to  their  economic  purposes  rather  is  necessary.  It  is 
a  different  thing  whether  a  combination  wishes  solely  to  make  economic  gains  cor- 
respondini:  t<>  the  state  of  the  markets  and  to  prevent  losses  of  a  normal  character, 
or  whether  it  attempts  to  obtain  a  monopolistic  supremacy  in  the  market,  in  order 
that  it  may  carry  on  a  monopolistic  policy  of  prices,  falsify  the  state  of  the  market, 
and  thus  obtain  exorbitant  gains.  The  true  an<l  practical  criterion  for  a  classifica- 
tion of  combinations  can  be  found  only  in  the  purposes  of  a  combination.  From 
this  point  of  view  one  can  divide  them — 

1.  Into  such  as  attempt  to  reduce  uneconomic  conditions  produced  by  free  com- 
petition (such  as  overproduction,  cutthroat  competition,  excessive  underbidding  to 
get  orders,  excessive  expense  of  advertising,  etc. )  and  consequent  abuses  (loss  of  capi- 
tal in  enterprises,  yluts  in  the  market,  lowering  of  wages,  discharge  of  workingmen, 
etc. )  to  economic  conditions  (i.  e.,  corresponding  to  the  existing  economic  situation), 
this  refers  particularly  to  prices;  and. 

2.  Into  such  that  attempt  to  establish  a  de  facto  monopoly  in  order  to  obtain  exces- 
sive earnings,  excessive  prices,  not  corresponding  to  the  economic  situation;  or  in 
order  to  restrict  the  production  of  commodities  in  an  uneconomic  manner. 

There  can  be  no  doubt  that  combinations  of  the  former  kind  are  useful,  and  even 
deserving  of  encouragement.  For,  in  solar  as  they  keep  within  the  limits  established 
by  the  existing  economic  conditions,  they  can  have  a  salutary  regulating  influence  on 
the  whole  industrial  world,  by  insuring  a  certain  stability  of  production,  by  adapt- 
ing the  quantity  of  production  to  the  demand,  and  so,  perhaps,  actually  bringing 
about  a  transition  from  a  condition  of  irregular  production  to  an  economically  more 
perfect,  regulated  production.  On  the  other  hand,  there  can  be  but  little  doubt  about 
the  general  harmfulness  of  the  second  kind  of  combinations. 
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In  this  attempt  to  distinguish  combinations  critically,  the  difficult  question,  to  be 
sure,  remains  unanswered:  "What  are  economic  conditions  corresponding  to  the  exist- 
ing economic  situation,  and  what  is  the  contrary?  There  is  a  fair  and  an  unfair 
speculation;  there  is  a  fair  and  an  unfair  competition;  there  is  fair  interest  and 
usurious  interest;  there  is  also  economic  production  and  its  contrary.  If  one  can 
determine  all  these  conditions,  why  should  it  be  impossible  to  find  a  standard  for 
estimating  what  conditions  (particularly  prices)  correspond  to  the  existing  economic 
situation?  It  should  also  be  remembered  that  here,  in  spite  of  the  economic  charac- 
ter of  the  subject,  moral  standards  also  apply,  the  definitions  of  which  can  not  be 
determined  from  certain  external  characteristics,  like  degrees  of  temperature  on  the 
scale  of  a  thermometer.  These  moral  standards,  on  the  contrary,  shade  off,  on  prac- 
tical application,  one  into  the  other,  but  they  nevertheless  show  undeniable  distinc- 
tions, or  even  strong  contrasts.  As  little  as  there  are  sharp  distinctions  between 
genuine  enterprise  and  daring  speculation,  between  economy  and  avarice  (although 
such  contrasts  doubtless  exist  and  are  formed  in  all  economic  conditions) ,  just  as 
little  can  the  want  of  such  sharp  delimitation  in  the  matter  under  consideration  be 
regarded  as  an  obstacle  against  taking  the  aforementioned  contrasts  as  a  starting 
point  and  basing  the  practical  application  <  f  them  on  the  difference  of  the  individual 
cases. 

In  all  such  cases  a  question  of  facts  will  arise  upon  which,  in  every  individual 
case,  an  organ  of  the  state  specially  adapted  for  the  solution  of  these  problems  will 
decide.  The  Government  intends  to  make  this  institution  of  such  a  character  that  it 
will  not  only  possess  professional  competence  and  reliability  of  judgment,  but  that 
the  same  will  also  be  in  a  position  to  command,  by  the  way  in  wrhich  it  is  selected, 
a  high  degree  of  authority  in  the  eyes  of  the  public.  (Cf.  the  comments  on  sec.  11.) 

The  Government  can  not  resist  the  conviction  that  combinations  contain  from 
their  very  nature  the  germs  of  excrescences,  and  that  a  most  suitable  soil  for  these 
excrescences  is  to  be  found  in  the  midst  of  the  class  hatred  and  class  feuds  that  pre- 
vail throughout  the  whole  social  body.  A  quite  uncontrolled  development  of  com- 
binations leaves  room,  for  the  possibility  that  the  danger  of  uneconomic  prices, 
uneconomic  earnings,  and  uneconomic  restriction  of  production  should  become  an 
abuse  threatening  the  whole  economic  life.  Although  this  development  has  not 
reached  a  climax  up  to  the  present,  nevertheless  the  Government  considers  itself 
obliged  to  take  positive  measures,  already  at  this  point,  with  a  view  to  the  abuses 
already  existing,  as  well  as  with  a  view  to  the  aforesaid  possibility  of  future  develop- 
ments. The  thought  of  Government  interference  thus  broached  leads  up  to  the  fre- 
quently ventilated  question  whether  the  state  can  or  should  interfere  in  this  matter. 

Principles  of  state  interference. — The  right  of  the  state  to  interfere  has  been  denied 
from  various  sides,  and  the  opinion  is  not  infrequently  expressed  that  the  modern 
state,  with  its  present  institutions  founded  mainly  on  the  idea  of  the  so-called  consti- 
tutional state  (Rechtsstaat),  must  refrain  from  such  a  serious  interference  with  eco- 
nomic conditions.  So  much  is  certain  that  as  a  result  of  the  rapid  emergence  of  social 
questions  modern  states  have  been  confronted  with  a  problem  which,  in  difficulty 
of  solution,  has  possibly  no  equal  in  history.  From  this  point  of  view  alone  it  is 
clear  why  the  responsible  circles  approach  the  legislative  treatment  of  the  great  social 
problems  only  with  the  greatest  care.  But  it  were  an  illogical  conclusion  to  derive 
from  such  circumspect  treatment  the  conclusion  that  the  modern  state  is  not  adapted 
for  economic  interference,  and  this  would  be  directly  contrary  to  established  facts. 
It  will  probably  be  sufficient  to  recall  the  modern  social  legislation  of  Austria  in 
order  to  show  that  we  are  already  in  a  stage  of  development  that  has  long  ago  out- 
stripped such  scruples.  This  very  legislation  is  a  proof  of  the  fact  that  the  idea  of 
interference,  through  the  power  of  the  state,  in  social  conditions  can  be  adapted  to  the 
most  difficult  forms  of  modern  social  economy;  that  the  state  is  zealously  intent  to 
bring  its  administration,  in  this  point  also,  to  a  level  with  the  highest  requirements  of 
the  times. 

If,  now,  doubts  about  the  power  of  the  modern  state  to  interfere  in  reference  to  this 
point  can  not  be  entertained,  the  question  of  expediency  demands  a  detailed 
consideration. 

As  already  mentioned,  the  Government  has  determined,  with  forethought,  to  mark 
off  a  regular  segment  of  the  province  of  combinations  and  to  experiment  on  the  same 
with  the  legislative  regulation  of  combinations.  The  principal  reason  leading  to  this 
determination  is  that  precisely  those  combinations  that  deal  in  certain  articles  of  con- 
sumption, subject  to  indirect  taxation,  have  developed  abuses  and  economic  dangers 
that  make  the  interference  of  Government  appear  a  peremptory  command  of  political 
necessity.  The  interests  falling  within  the  sphere  of  the  administration  of  finances 
urgently  call  for  legislative  measures  in  their  protection.  For  these  combinations 
affect  the  whole  management,  organization,  and  success  of  important  and  rich  revenue- 
yeilding  undertakings  in  a  manner  justly  regarded  by  the  public  as  a  serious  abuse, 
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so  that  legislative  regulation  of  this  matter,  more  than  any  other,  does  not  permit  of 
any  longer  postponement. 

Sugar  cartel. — With  reference  to  this  it  is  sufficient  to  call  attention  to  the  sugar 
cartel,  the  development  of  which  is  most  significant  in  regard  to  all  the  points  dis- 
cussed. The  Government  does  not  at  all  refuse  a  hearing  to  the  arguments  made  in 
favor  of  the  sugar  cartel,  and  it  recognizes  particularly  that  its  existence  assures  a 
certain  stability  of  the  s-ugar  industry  (so  important  for  our  economic  life  and  par- 
ticularly for  ag'riculture)  and  of  the  other  industrial  pursuits  with  it  or  depending  on 
it.  Although  the  Government  does  not  disregard  this  aspect  of  the  case,  all  the 
more  since  it  has,  as  before  stated,  always  considered  their  industrial  services  in 
judging  the  combinations,  nevertheless  the  complaints  about  the  oppressive  effects 
of  the  sugar  cartel  upon  the  consumer  and  the  beet-growing  population  could  not  be 
refused  a  serious  consideration.  It  is  well  known  that  this  combination  has  used 
the  favored  position  accorded  to  the  sugar  industry  by  a  protective  tariff  to  keep 
the  price  of  refined  sugar  for  home  use  at  a  level  which  frequently  exceeds  consid- 
erably the  price  of  production  and  reasonable  private  earnings. 

The  sugar  industry  is  one  of  the  industries  receiving  support  from  the  state  by  means 
of  open  export  premiums.  This  premium  not  only  encourages  export,  but  increases 
the  rates  at  home,  the  price  of  refined  sugar  for  home  consumption  being  raised,  over 
against  the  price  in  the  markets  of  the  world,  by  the  amount  of  the  legal  premium. 
It  follows  from  this  effect  of  the  export  premium  that  consumers  in  Austria-Hungary 
must  pay  dearer  for  their  sugar,  in  spite  of  overproduction,  than  the  consumers  of 
other  countries.  If  this  state  of  affairs  is  aggravated  bv  the  fact  that  the  refiners  of 
sugar  make  agreements  to  still  further  raise  the  price  of  refined  sugar,  then  it  is  hard 
to  deny  a  certain  justification  to  an  opposition  against  such  combination. 

The  economic  aims  of  our  legislative  revenue  and  premium  policy  have  been  seri- 
ously injured  from  this  cause,  in  spite  of  the  burdens  imposed  upon  the  community 
for  the  sake  of  these  industries. 

There  is  one  thing  very  apparent  about  the  sugar  cartel,  namely,  a  number  of 
effects  that  must  be  expected  to  appear  in  the  whole  sphere  of  industrial  production 
of  those  articles  subject  to  indirect  taxation,  as  soon  as  economic  conditions  favor 
in  a  like  manner  the  formation  of  combinations. 

Economic'  reactions. — It  is  self-evident  that  such  combinations  affect  unfavorably 
the  consumption  and  consuming  power  of  the  population.  When  the  producers  of 
articles  of  daily  use  unite  to  furnish  them  only  at  a  price  that  is  higher  than  it  would 
be  without  a  combination,  they  compel  the  population,  through  their  practical 
monopoly,  to  pay  them  a  higher  rate,  an  actual  cartel  premium. 

Of  course  this,  often  enough  arbitrary,  increase  of  prices  must  materially  impair 
the  consuming  j>p\ver,  and  as  far  as  the  consumption  of  the  articles  under  the  con- 
trol of  combinations  keeps  on  a  certain  level,  in  spite  of  much  greater  strain  on  the 
consuming  power,  then  this  is  accompanied  by  a  disproportionately  greater  burdening 
of  the  consumer  solely  for  the  advantage  of  the  combined  capitalists.  As  a  further 
consequence,  the  consuming  power  of  the  population  in  general,  the  standard  of 
living,  and  the  economic  development  of  the  classes  concerned  are  affected  detri- 
mentally. 

Just  so  much  as  the  resources  of  the  population  are  taxed  increasingly  in  favor  of 

Private  enterprise,  their  resources  naturally  decrease  in  their  relation  to  the  state. 
Whenever  this  happens  it  thwarts  those  principles  of  revenue  policy  which  are  often 
applied  in  enacting  indirect  taxes,  such,  for  instance,  as  that  on  the  economic  ground 
of  sparing  the  consuming  power  the  tax  rate  should  not  be  fixed  higher  than  a  given 
point.  More  than  this,  the  same  economic  condition  is  produced  as  under  a  higher 
rate  of  taxation,  only  with  this  difference,  that  the  increase  in  receipts,  due  to  a 
greater  burden  on  consumption,  does  not  flow  into  the  treasury  of  the  state,  but  into 
the  pockets  of  the  members  of  the  combination. 

The  whole  manner  of  .such  organized  combination,  and  particularly  the  fixing  of 
the  prices,  amounts  to  drawing  upon  the  resources  of  the  population  in  a  way 
resembling  a  Government  revenue  monoply.  Now,  it  lies  in  the  nature  of  the 
modern  state,  and  it  may  also  be  regarded  as  an  incontrovertible  assertion  of  modern 
financial  science,  that  a  monopoly  .-hall  exist  only  us  a  state  monopoly  and  for  the 
purpose  of  raising  certain  indirect  taxe-.  From  this  it  follows,  furthermore,  that  in 
the  sphere  of  private  economy  similar  developments  havim:  the  es-ential  character- 
istics of  a  monopoly  should  never  come  into  existence  and  find  recognition  through 
private  agreements,  but  solely  through  legislative  power.  This  view  of  the  question 
puts  into  even  stronger  light  the  inadmumbility  of  the  present  unhindered  inter- 
ference of  the  combinations  with  the  entire  economic  life  and  even  with  the 
financial  sovereignty  of  the  state. 
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A  further  effect  of  combinations  in  this  sphere  is  frequently  the  restriction  of  pro- 
duction of  the  various  articles  of  consumption,  which  is  resorted  to  to  preserve 
prices  at  a  certain  level.  In  the  first  place,  this  opens  up  the  possibility  of  a  decrease 
of  consumption,  but  besides  a  decrease  in  the  number  of  workingmen  (working- 
men  proper  as  well  as  brain  workers)  usually  takes  place  in  the  industries  under  the 
control  of  combinations,  or  the  wages  are  lowered,  which  brings  about  a  further 
decrease  in  consumption.  The  effect  on  the  revenue  of  the  state  is  quite  apparent 
also  in  this  way. 

But  combinations  contain  dangerous  possibilities  not  only  in  regard  to  indirect 
taxation,  but  in  reference  to  direct  taxation  as  well.  It  is  an  effect  of  combinations, 
positively  established,  though  probably  not  always  foreseen  and  intended,  that  they 
impede  or  even  hinder  the  establishment  of  new  industrial  enterprises,  since  the  com- 
bination frequently  directs  its  whole  undivided  strength  against  outside,  particularly 
new,  enterprises.  Furthermore,  the  possibility  of  competition  with  capitalists 
united  in  a  combination  is  more  than  formerly  dependent  on  the  possession  of  capi- 
tal. An  unfavorable  influence  on  the  revenues  and  the  natural  growth  of  tax 
receipts  is  seriously  to  be  feared  from  these  effects  of  combinations. 

•An  unhindered  development  of  combinations  in  the  sphere  mentioned  leads  to  fears 
of  an  economically  harmful  influencing  of  the  distribution  of  incomes.  The  compact 
and  exclusive  character  of  the  combinations  might  easily  bring  it  about  that  the  rise 
of  workingmen,  of  the  artisans,  and  the  brain  workers  now  employed  in  the  managing 
and  planning  of  the  enterprises  into  independent  undertakers  is  made  more  difficult 
or  possibly,  in  the  one  or  the  other  branch,  impossible.  Such  a  condition  would 
clearly  affect  seriously  the  distribution  of  income  and  consequently,  in  its  final 
results,  the  entire  revenue  system  of  the  State,  not  to  mention  social  effects. 

But  apart  from  these  grounds  of  revenue  policy  reasons  of  a  general  nature  also 
speak  in  favor  of  State  interference. 

The  attempt  to  curtail  or  do  away  with  free  competition,  the  fundamental  princi- 
ple of  the  present  economic  structure  according  to  prevalent  scientific  views,  is  a 
general  characteristic  of  combinations.  But  just  as  the  State  considers  it  more  and 
more  its  duty  to  resist  any  infraction  of  this  principle  by  taking  measures  against 
unfair  competition,  on  the  other  hand  weighty  considerations  compel  it  to  combat 
the  preventing  or  impairing  of  a  fair  competition  as  soon  as  these  forces  become  to  a 
considerable  degree  a  social  evil.  In  these  tendencies  is  expressed  the  common  aim 
of  all  combinations,  however  different  they  may  be  in  external  appearance.  It  is 
not  without  significance  that  the  opponents  of  our  present  social  order  have  made 
special  observation  of  this  throttling  of  free  competition  through  combinations  and 
have  rested  on  it,  here  and  there,  definite  hopes  for  their  plans  of  a  socialistic  state 
of  the  future. 

Assuming  an  unhindered  development  of  combinations,  it  is  difficult  to  avoid 
feeling  some  concern  as  to  whether  technical  improvements  in  production  would 
continue  to  inure  to  the  benefit  of  the  community.  It  did  not  seem  necessary  to  test 
the  correctness  of  the  claim  that  the  certainty  of  gains  obtained  without  increased 
enterprise  and  the  resulting  relaxation  of  industrial  activity  might  lead  to  a  general 
retardation  of  technical  progress  in  production;  but  nevertheless  there  is  a  danger 
that  the  economic  benefits  of  these  improvements  resulting  from  the  decrease  in  the 
cost  of  production,  with  absolutely  stable  prices  of  the  finished  product,  will  not 
benefit  the  community,  but  will  solely  increase  the  undertaker's  gain,  through  a 
decrease  of  the  difference  between  the  cost  of  production  and  the  price  of  sale. 

The  knowledge  of  these  facts  might  in  our  time  aggravate  still  more  the  attacks 
which  are  made  even  on  a  legitimate  undertaker's  profit.  It  would  indeed  be  easier 
to  claim,  particularly  when  whole  industries  are  combined,  that  the  industrial  under- 
taker was  saved  an  amount  of  intellectual  labor  otherwise  necessary  (information, 
calculation,  disposition,  management),  which  is  the  essential  characteristic  of  his 
activity,  and  also  in  consequence  the  just  title  to  the  undertaker's  earnings.  It  might, 
indeed,  go  so  far,  if  the  system  of  combinations  develops  and  expands  uncon- 
trolled, that,  instead  of  the  fluctuating  gains  representing  the  success  of  the  under- 
taker's efforts,  a  fixed  rate  would  become  prevalent,  a  kind  of  an  undertaker's 
annuity,  so  that  the  undertaker's  profit  would  undergo,  as  it  were,  a  transition  from 
the  fluid  into  the  solid  state. 

A  number  of  these  socially  injurious  results  of  combinations  are  attended,  further- 
more, with  certain  other -effects,  namely,  a  lessening  of  the  stimulus  and  the  oppor- 
tunity to  employ  capital  in  industrial  and  other  enterprises.  This  effects  an 
interruption  in  the  circulation  of  capital  essential  to  sound  conditions  of  social  econ- 
omy, as  well  as  a  disturbance  of  the  necessary  balance  in  the  distribution  of  capital. 
Furthermore,  available  capital  is  forced  into  investments  paying  a  fixed  rate  of 
interest,  and  the  lowering  of  the  rate  of  interest,  which  of  course  is  to  be  wel- 
comed from  a  social  point  of  view,  takes  place,  in  consequence,  by  bounds  and  leaps 
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instead  of  in  stable  development,  as  is  desirable.  Finally,  business  enterprise  and 
initiative,  which  unfortunately  are  as  yet  little  developed  with  us,  will  be  still 
more  checked;  and  in  the  place  of  capital  employed  in  the  labor  of  its  owner,  the 
sphere  of  interest  for  use  of  capital  by  others,  that  is,  the  sphere  of  income  without 
labor,  is  enlarged  excessively.  Manv  of  these  points  discussed  can  be  summed  up  in 
the  words  that,  just  as  the  combinations  represent  the  most  advanced  form  of  organ- 
izations of  capital  in  modern  development,  so  they  are  also  felt  to  be  an  improved 
instrument  of  the  ascendancy  of  capital  over  against  economically  weaker  circles. 
This  is  the  case  not  only  with  a  view  to  the  great  mass  of  consumers,  but  especially 
with  a  view  to  the  workingmen  employed  in  the  industrial  branches  which  are  in 
the  hands  of  combinations. 

These  are  much  hampered  in  their  freedom  of  labor  when  instead  of  a  number  of 
separate  enterprises  they  find  themselves  confronted  with  a  concentrated  manage- 
ment comprehending  the  whole  branch  of  production;  and  they  fall  into  a  condition 
of  greater  dependence  upon  their  employers,  by  which  fact  class  feelings  might  be 
seriously  aggravated. 

For  all  these  reasons  State  interference  is  perfectly  justified.  It  is,  by  the  way,  not 
without  precedi  nt.  Even  if  we  leave  out  of  account  the  historical  development  of  our 
State,  which  shows  numerous  similar  legislative  regulations  of  economic  problems 
(although  the  full  significance  of  these  was  probably  not  realized  in  most  cases),  the 
present  stage  of  development  shows  a  number  of  quite  important  spheres  where  the 
State  interferes,  for  public  reasons,  with  the  free  economic  activity  of  the  individual. 
It  is  probably  sufficient  in  this  connection  to  recall  the  well-known  cases  of  mining, 
forestry,  and  in  a  certain  sense  also  the  private  railways. 

Forms  of  State  interference. — If  the  necessity  of  State  interference  is  granted  the 
question  arises  in  what  forms  this  interference  shall  take  place?  One  could  think  of 
two  types:  One  in  the  economic,  the  other  in  the  legal  sphere.  The  economic  inter- 
ference has  usually  been  proposed  in  the  form  of  a  lowering  of  the  protective  tariff. 
Apart  from  the  fact  that  in  consequence  of  the  customs  and  commercial  union  with 
Hungary,  a  modification  of  the  duties  fixed  in  the  tariff  can  not  be  made  by  one 
party,  such  a  measure  can  not  be  considered,  because  it  would  endanger  the  pros- 
perity and  existence  of  whole  industries  for  the  sake  of  preventing  temporary  abuses, 
and  would  introduce  uncertaintv  and  rapid  changes  into  the  desirable  stability  of 
production  and  of  commerce  and  trade.  Besides  such  a  lowering  of  the  tariff  would 
essentially  amount  to  a  penal  measure,  and,  in  direct  contradiction  to  the  funda- 
mental requirement  of  all  punishment,  that  it  should  be  meted  out  only  to  the  guilty, 
it  would  be  an  unjust  punishment  for  all  undertakers  who  had  not  joined  the  combi- 
nation, as  well  as  other  circles  interested  in  the  branches  concerned,  and  it  might 
finally  be  paralyzed  in  its  effects  by  the  formation  of  international  combinations. 

Apart  from  the  matter  of  taxation  other  economic  legislative  measures  against 
abuses  of  the  combinations  are  conceivable  Without  wishing  to  assert  the  applica- 
bility of  these  measures  to  home  conditions,  it  may  be  pointed  out,  for  the  sake  of 
completeness,  that  in  a  great  foreign  State  the  administration  of  finances  took  action 
against  the  sugar  cartel  by  becoming  itself  an  importer  of  refined  sugar.  Likewise 
the  establishment  of  State  enterprises  in  competition  would  be  imaginable  in  the 
branch  of  production  concerned,  and  complete  State  ownership  of  the  irJubtrial 
branch  would  be  the  final  development  of  this  principle.  It  scarcely  calls  for  special 
mention  that  the  economic  conditions  of  our  country  do  not  yet  call  for  such  extreme 
measures,  and  that,  as  will  be  shown  hereafter,  quite  efficient  and  not  so  radical 
meaMiro  in  another  direction  are  at  our  disposal. 

The  second  type  of  interference  falls  within  the  legal  sphere.  Three  things  have 
been  proposed  under  this  head:  (1)  Interference  by  penal  law;  (2)  by  civil  law;  (3) 
by  administrative  law. 

I.  /',  mil  Inu: — The  combinations  do  not  furnish  a  tangible  and  promising  basis 
for  treatment  under  penal  law;  in  fact,  all  attempts  of  this  kind  from  the  provisions 
of  Justinian's  Code  up  to  the  most  modern  American  antitrust  legislation  are  a  suc- 
cession of  failures. 

In  Austria  the  penal  law  of  the  year  1803,  whose  provisions  (sees.  L'l'7  to  ±.",0  have 
been  continued  in  the  penal  law' of  the  year  IS")!'  (sees.  47!»  to  4S1),  has  already 
attempted  a  regulation  of  this  question  by  declaring  agreements  of  artisans,  manu- 
facturers, etc.,  in  regard  to  fixing  the  prices  of  ^oods  or  wages  to  the  disadvantage  "t 
the  public  or  the  workiniriuen.  and  also  the  withholding  of  wares  from  the  market,  as 
penal  offenses.  This  treatment  under  penal  law  in  Austria  originated  about  the  time 
when  similar  provisions  were  made  by  the  I'rusMan  code  (Landrecht)  and  the 
French  code  pi-nal.  Their  inefficiency  has  been  proved  in  all  these  jurisdictions 
alike,  and  has  everywhere  left  a  demand  for  more  efficient  legislation. 
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In  Austria  the  law  on  coalitions  of  April  7,  1870  (R.  G.  B.  No.  43),  was  supposed  to 
fulfill  the  requirements.  It  changed  the  punishable  facts  against  former  conditions 
in  such  a  way  that  no  longer  agreements  as  such,  but  only  certain  forbidden  means 
to  bring  about  such  agreements  or  to  preserve  them  (threats,  intimidation,  force) 
were  declared  punishable.  The  law  on  coalitions  abstains  from  a  treatment  of  agree- 
ments themselves  by  penal  law,  and  affects  them  solely  by  nullification  in'civil  law. 

These  provisions  of  the  law  on  coalitions  furnished,  as  is  well  known,  no  efficient 
means  for  combating  the  socially  harmful  abuses  of  combination  of  undertakers.  The 
same  is  true  of  the  well-known  article  419  of  the  French  code  penal,  which  has  led  to 
many  disputes  among  jurists,  but  to  no  practical  results.  Last  of  all,  American  legisla- 
tion, which  could  scarcely  be  excelled  in  threats  of  Draconic  penalties,  has  been  an 
absolute  failure. 

The  principal  reason  for  the  inefficiency  of  these  penal  experiments  is  to  be  found 
in  the  difficulty,  caused  by  the  peculiar  nature  of  the  subject,  of  obtaining  a  concise 
formulation  of  the  punishable  facts.  Either  the  definition  is  too  broad,  and  then  the 
inadvisability  of  a  strict  application  of  the  penalties  leads,  as  usual,  to  laxness,  or  the 
definition  is  too  narrow,  in  which  case  many  things,  to  begin  with,  lie  outside  the 
limits  of  the  law,  and  it  fails  to  a  great  extent  in  its  purposes.  The  same  difficulty 
presents  itself  on  attempting  to  fix  the  severity  of  the  penalty.  If  the  law  is  too 
severe,  it  restricts  the  whole  freedom  of  industrial  life  and  is  not  applied;  if  the  severe 
penalties  are  confined  to  the  most  glaring  cases,  the  whole  conception  of  such  penal 
laws  is  one  sided,  and  fails  in  a  large  number  of  cases  demanding  a  legal  regulation. 
But  the  more  difficult  a  satisfactory  definition  of  the  punishable  offense  is  the  more 
difficult  is  also  a  judicial  condition  which  by  its  essential  character  is  tied  to  the 
employment  of  clear  definitions  and  which  must  necessarily  be  embarrassed  by  great 
and  unaccustomed  difficulties  in  trying  to  judge  such  complicated  economic  ques- 
tions. Finally  the  inducements  and,  as  American  experience  has  shown,  the  success 
in  evading  the  laws  grow  in  direct  proportion  to  the  severity  of  the  penalties. 

These  experiences  always  led  to  such  results  that  now  the  method  of  penal  repres- 
sion of  combinations  is  no  longer  considered  adequate  by  itself. 

II.  Civil  law. — The  second  method  of  combating  the  harmful  social  abuses  of  combi- 
nations leads  into  the  domain  of  private  law.  In  this  domain  the  measures  proposed 
consist  principally  of  denying  to  agreements  of  combinations,  more  or  less  completely, 
efficiency  in  private  law,  be  it  that  the  right  of  entering  complaint,  solely,  is  denied, 
be  it  that  the  nullity,  invalidation,  or  legal  inefficiency  is  expressly  stated.  The 
mere  denial  of  the  right  of  complaint  has  up  to  the  present,  as  far  as  is  known,  been 
employed  by  no  legislation,  and  such  a  measure  would  indeed  be  a  half  measure  and 
clearly  inefficient.  Nevertheless,  attempts  at  legislation  to  establish  a  norm  for  the 
invalidation  of  the  agreements  made  by  combinations  are  anything  but  rare.  In 
this  category  belongs,  particularly,  the  legislation  of  countries  that  apply  to  combi- 
nations penal  sanctions  from  which  the  invalidation  of  such  agreements  also  in 
private,  law  follows  as  a  self-evident  consequence. 

But  a  solution  of  the  difficulty  by  civil  law  is  attempted  by  that  legislation  which 
finds  protection  against  the  harmful  social  effects  of  combinations  solely  in  a  refusal 
to  recognize  them  in  civil  law.  Apart  from  the  principal  question  still  to  be  consid- 
ered, namely,  that  of  adequate  efficiency  of  such  civil-law  provisions,  the  purely  tech- 
nical side  of  legislation,  namely,  the  comprehensive  formulation  of  the  provisions 
for  the  whole  subject  of  combinations,  offers  some  difficulty,  and  parallel  with 
this  difficulty  the  practical  application  by  the  judge  will  usually  be  vacillating,  if  for 
no  other  reason  on  account  of  the  necessary  classification  of  the  individual  cases  under 
the  head  of  the  economic  categories  made,  from  which  fact  the  practical  efficiency 
of  the  law  becomes  doubtful.  An  example  in  point  is  the  law  on  coalitions  of  the 
year  1870,  which  in  its  civil-law  parts  (sees.  2  and  4)  does  not  comprehend  the  sub- 
ject of  combinations  at  all  exhaustively  and  has  remained  almost  without  application 
in  practice. 

As  far  as  the  civil-law  part  of  the  law  on  coalitions  is  concerned  it  is,  to  say  the 
least,  doubtful  from  the  wording  of  section  4  if  it  is  applicable  to  agreements  about 
the  quantity  of  the  output,  the  dividing  up  of  market  territory,  and  in  general  to 
such  agreements  as  effect  an  increase  of  prices  only  indirectly;  but  it  is  certain  that 
section  4  of  this  law  does  not  apply: 

(a)  To  agreements  which  aim  at  no  increase,  but  solely  at  the  fixing  of  the  prices 
of  wares,  in  spite  of  the  appearance  of  more  favorable  conditions  of  production,  so 
that  the  profits  from  the  conditions  of  the  market  are  confined  solely  to  the  combined 
undertakers,  while  the  people  are  excluded  from  participation  in  them. 

(6)  To  agreements  which  concern  the  purchase  price  of  partially  manufactured 
articles,  raw  materials,  etc.,  whether  by  a  direct  agreement  about  prices  or  by  a  divi- 
sion of  the  territory  of  the  markets  where  purchases  are  made.  ( Rayonirung. ) 
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(c)  To  agreements  in  reference  to  the  more  favorable  development  of  other  condi- 
tions of  production,  as,  for  instance,  agreements  fixing  the  amount  to  be  paid  for 
transportation,  insurance,  etc.  [Probably  referring  to  discriminating  rates  of  various 
kinds.] 

But  even  in  the  remaining  limited  domain  of  the  applicability  of  the  law  on  coali- 
tions this  law  has  almost  never  been  applied,  since  an  occasion  for  asserting  the  inva- 
lidity in  civil  law  of  combinations  coming  under  this  law  has  never  arisen.  Quite 
naturally,  for  it  is  the  nature  of  these  organizations  that  members  of  the  combination 
need  the  protection  of  the  State  and  recognition  by  the  State  much  less  than  in  most 
of  the  other  domains  of  private  law.  This  is  the  case  principally  because  through  the 
customary  means  of  courts  of  arbitration  an  enforcement  of  contract  is  possible  in 
spite  of  the  invalidity  of  an  agreement  in  civil  law.  It  must  at  least  be  considered 
very  doubtful  whether  under  the  present  law  of  legal  procedure  the  awards  of  courts 
of  arbitration  which  refer  to  the  fulfilment  of  the  agreements  of  a  combination  can 
be  attacked  in  their  material  contents  or  in  their  enforcement  on  account  of  the 
invalid  agreements  of  a  combination  which  is  their  foundation.  A  change  was  indeed 
brought  about  with  reference  to  this  point  through  the  new  legislation  relating  to 
suits  in  civil  law  by  declaring  invalid  in  future  (by  force  of  Sec.  595,  1,  6,  and  Sec.  598 
of  the  law  of  August  1,  1895,  R.  G.  B.  No.  113)  awards  of  arbitration  which  violate 
binding  provisions  of  the  law,  and,  in  consequence,  also  such  awards  as  aim  at  enforc- 
ing an  agreement  legally  invalid  according  to  section  4,  and  therefore  incapable  of 
execution.  In  reference  to  the  decisions  of  bourse  courts  of  arbitration,  similar  pro- 
visions have  been  made  by  article  25  of  the  law  introducing  the  civil-law  statutes  of 
August  1,  1895  (R.  G.  B.  No.  112),  and  by  article  54  of  this  introductory  law  the 
provisions  are  already  in  force.1 

But  even  such  a  perfecting  of  the  sanctions  of  invalidity  in  civil  law  would  scarcely 
be  sufficient  for  combating  socially  harmful  combinations.  It  is  an  innate  charac- 
teristic of  combinations  that  invalidity  in  private  law  amounts  to  but  little.  For 
the  injury  resulting  to  the  members  of  a  combination,  both  at  present  and  in  the 
future,  from  an  infraction  of  the  agreement  would  be  so  considerable  that  simple  con- 
siderations of  self-interest  are  sufficient  to  prevent  a  breach  of  the  agreement.  These 
interests,  as  well  as  considerations  of  business  honor  and  of  trust  and  faith  in  busi- 
ness  relations,  are  a  firm  bond  that  holds  and  unites  the  members  of  a  combination 
in  spite  of  all  invalidity  in  private  law.  It  should  be  added  that  agreements  of  com- 
bination can  almost  without  exception  be  so  worded  as  to  allow  of  withdrawal  at 
certain  terms,  so  that  withdrawal  from  a  combination  is  also  possible  without  breach 
of  contract. 

A  recognition  of  the  inefficiency  of  legislation  in  private  law  has  caused  some  legis- 
latures of  America  to  make  a  more  thorough  experiment  in  the  domain  of  private 
law,  and  to  proceed  against  socially  harmful  combinations  and  its  members  with  a  civil- 
law  anathema,  as  it  were,  such  as  a  remission  of  the  obligation  of  purchasers  to  pay 
over  against  members  of  certain  combinations  of  undertakers,  the  enactment  of  a 
special  liability  to  damages,  finally  the  general  right  of  any  individual  to  appeal  to 
the  courts  in  the  manner  of  an  actio  popularis,  in  order  that  these  may  declare 
invalid  certain  combinations  as  contrary  to  public  policy.  These  attempts  also  seem 
to  lead  to  no  satisfart<  >ry  solution  of  the  problem.  Either  they  are  a  combination  with 
the  penal-law  treatment,  in  which  case  the  objections  already  stated  hold  true,  or 
they  are  an  accessory  attached  to  invalidity  at  civil  law,  which  then  shares  in  inef- 
ficiency the  fate  of  the  principal.  This  is  the  case  because  such  legislation  as  the 
release  from  obligation  to  pay  for  purchases  made  from  combinations  is  unreasonable; 
it  is  not  in  accordance  with  popular  standards  of  justice,  and  therefore  is  not  enforced. 

Thus  experiences  with  mere  legislation  by  civil  or  penal  law  lead  to  the  conviction 
that  the  significant  functions  of  the  combinations  go  far  beyond  the  domain  of  civil 
and  penal  law.  and  that,  therefore,  a  solution  of  the  problem  can  only  be  found  by 
methods  progressing  beyond  these  limits. 

III.  Ailminifttrntii;'  Imr. — The  next  proceeding  is  usually  designated  as  the  adminis- 
trative. The  conviction  which  lies  at  the  basis  of  the  proposals  herein  made  is  that 
the  most  interesting  aspect  t"  the  State  in  the  development  of  combinations  is  the 
demarcation  of  the  limit  bevond  which  combination*  become  an  evil  tothecommunity. 

But  this  demarcation  belongs  undoubtedly  to  the  domain  of  economic  policy  and, 
therefore,  among  the  problems  which  belong,  in  the  modern  State,  to  the  executive 
in  the  proper  sense,  for  which  reasons  all  the  norms  for  the  solution  of  theM  prob- 
lems through  the  executive  belong  to  the  sphere  of  administrative  law.  To  this 
internal  reason  for  the  competence  of  the  State  executive  is  added  this  very  impor- 
tant consideration  of  expediency,  that  the  nature  of  the  subject  requiring  regulation 

i  Cf .  also  art.  30  of  the  law  introducing  the  statute  of  execution  of  May  27,  1896,  K.  G.  B.  No.  78. 
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demands  an  elastic  apparatus,  such  as  can  only  be  furnished  by  the  executive.  This 
branch  is  by  its  nature  capable  to  attain  that  which  the  inelastic  appliances  of  mere 
invalidity  in  civil  law  and  responsibility  in  penal  law  are  incapable  of:  adaptation  to 
all  the  varying  demands  of  the  complex  and  many-sided  modern  economic  life,  which 
has  reached  in  combinations  a  particularly  remarkable  phase  of  development. 

The  recognition  of  these  facts  has  in  recent  times  led  to  the  conviction  that  only 
administrative  regulation  of  combinations  of  undertakers  can  lead  to  a  satisfactory 
solution  of  the  problem.  Prof.  Adolf  Menzel  particularly  advocated  this  measure 
in  his  report  made  in  the  autumn  of  1894  to  the  Association  for  Sociar  Politics  (Verein 
fur  Social  Politik),  and  since  that  time  this  conception  has  gained  many  adherents. 
Even  with  this  form  of  regulation  many  systems  are  conceivable.  The  idea  that  first 
suggests  itself  is  to  extend  also  to  combinations  the  system  of  concessions  introduced  by 
law  of  November  26, 1852,  R.  G.  B.  No.  253,  for  our  industrial  associations.  But  serious 
considerations  may  be  adduced  against  this.  There  would  be  a  danger  that  the  com- 
binations, which  would  hold  a  concession  from  the  State,  would  envelop  themselves 
with  the  mantle  of  State  authority  and  that  they  would  employ  for  their  purposes  the 
dignity  of  the  State,  and  in  this  way  strengthen  their  economic  ascendancy  still  more. 
For  these  reasons  misgivings  have  often  been  felt  with  reference  to  the  system  of 
concessions  prevailing  in  Austria,  although  these  concessions  concerned  forms  of 
association  that  are  more  removed  from  the  conflicts  of  economic  life.  How  much 
more  strongly  would  these  misgivings  make  themselves  felt  if  the  system  of  conces- 
sions, and  with  it  a  portion  of  State  authority,  were  applied  to  associations  which  at 
present  represent  the  most  highly  potentiated  form  of  the  power  of  united  capital, 
the  most  hotly  disputed  ground  of  fierce  conflicts  of  different  interests  and  different 
classes,  yea,  are  in  many  cases  fighting  organizations  directly  intended  for  economic 
warfare. 

Secondly,  a  pure  registry  system  (Anzeigesystem),  after  the  model  of  the  law  on 
associations  of  November  15,  1867,  R.  G.  B.'No.  134,  is  conceivable.  According 
to  such  a  law  all  combinations  would  have  to  be  reported  to  the  administrative 
authorities,  and  if,  after  a  certain  term,  no  objection  was  raised  they  would  then 
obtain  a  legal  existence  and  would  have  claim  to  a  certification  of  this  existence  or 
of  the  absence  of  any  objection. 

While  on  the  one  hand  the  State  executive  would  thus  be  forced  into  the  indirect 
approval  of  the  legality  of  combinations,  it  would  on  the  other  hand  be  without 
beneficially  effective  influence  on  the  actions  of  the  combinations.  For  the  forms  of 
a  State  interference  (Ingerenz)  provided  by  the  above-mentioned  law,  the  sending 
of  an  official  (Commissar)  and  dissolution  in  case  of  the  subsumption  of  the  combi- 
nation under  the  head  of  certain  specified  kinds  of  facts,  without  the  possibility  of 
a  continuous  satisfactory  control  from  point  of  view  of  public  welfare,  do  not  at  all 
suffice  for  the  demands  of  the  State  over  against  the  very  peculiar  and  manifold  forms 
of  the  combinations. 

The  establishment  of  a  cartel  bureau  [special  government  department  of  industrial 
combinations]  would  afford  a  third  kind  of  administrative  regulation,  many  varying 
forms  of  which  have  been  proposed,  ranging  from  a  mere  "bureau  of  publicity"  up 
to  a  kind  of  bureau  of  concession,  which,  by  entering  and  striking  out  combinations 
in  a  special  register,  would  be  authorized  to  formally  pronounce  their  recognition  by 
the  State  or  withdraw  it.1  But  the  more  closely  the  different  proposals  about  the 
organization  of  such  a  bureau  are  scrutinized  the  more  it  becomes  apparent  that  the 
organism  of  this  bureau  is  of  no  particular  significance — that  rather  everything 
depends  on  the  character  of  the  material  norms,  whose  execution  is  intrusted  to  it. 
Naturally  the  question  arises  whether  in  the  execution  of  these  norms  the  estab- 
lishment of  a  separate  organ  of  the  administration  is  necessary  or  whether  this  prob- 
lem can  not  be  just  as  well  solved  within  the  limits  of  the  existing  administrative 
organism. 

If,  namely,  the  cartel  bureau  is  to  have  merely  the  function  of  registering,  this  can 
be  done  as  well  by  making  the  registry  obligatory  with  any  public  department,  and 
in  that  case  the  name  "cartel  bureau,"  with  which  would  be  associated  ordinarily  the 
idea  of  a  far  more  comprehensive  governmental  authority,  would  scarcely  be  appro- 
priate. The  question  is  entirely  left  out  of  consideration  how  far  such  a  mere  func- 
tion of  registering  would  at  all  answer  the  legal  aims  of  a  regulation  of  combinations. 
If  the  registry  system  is  developed  and  if,  with  the  obligation  to  report,  there  are 
connected  material  effects  (validity,  the  right  of  legal  complaint  under  certain  cir- 
cumstances, liability  to  punishment) ,  then  it  appears  that  the  principal  significance 
does  not  lie  in  the  institution  of  the  cartel  bureau  as  such,  but  in  the  regulations  to 
be  applied  by  the  same,  the  interpretation  of  which  will  be  different,  according  to 


JCf.  the  memorial  of  the  chamber  of  commerce  and  trade  at  Prague,  directed  to  the  imperial  royal 
ministry  of  commerce  in  reference  to  the  regulation  of  combinations,  Prague,  1896,  pp.  126  G. 
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their  contents.  Therefore  every  development  of  this  bureau  into  a  regular  bureau 
of  concessions  would  be  repugnant  from  the  consideration  that  the  granting  of  attrib- 
utes of  State  authority  to  combinations  is  to  be  avoided  under  all  circumstances. 

Thus  the  conviction  is  established  that  the  cartel  bureau  is,  as  it  were,  merely  the 
hull,  and  that  the  real  kernel  is  to  be  found  in  the  regulations  according  to  which 
the  cartel  bureau  or  another  organ  of  the  State  would  have  to  proceed.  Only  in  one 
case  would  such  a  proposal  obtain  independent  significance  for  the  regulation  of  com- 
binations, namely,  if  the  cartel  bureau  were  to  receive  the  character  of  a  govern- 
mental institution  that  is  independent  of  the  general  administrative  organism,  and 
privileged  to  decide  independently  in  matters  of  combinations.  In  this  way  the 
idea  of  an  administrative  cartel  court  is  reached,  which  has  lately  been  proposed  by 
eminent  authority.1  But  this  proposal  also  causes  many  misgivings.  As  already 
explained,  the  function  of  the  State  administration  in  matters  of  the  combinations  is 
a  part  of  its  practical  economic  policy,  and  the  Government  i.s  therefore  of  the  opinion 
that  the  solution  of  these  questions  should  be  transferred,  according  to  their  nature 
and  according  to  all  precedence  in  our  legislation,  not  to  a  coort,  though  it  be  only  a 
forum  for  the  settlement  of  administrative  questions,  but  rather  to  the  sphere  of 
administration  in  the  narrower  sense  of  the  word.  And  even  within  this  sphere, 
divided  as  it  is  into  (1 )  the  decision  of  individual  rights  by  due  authority  (instanzmas- 
sige  Entecheidung),  and  (2)  into  the  so-called  free  administration  (freie  Verwaltung) 
through  which  the  State,  with  unbiased  judgment  and  to  the  best  of  its  ability,  cares 
for  the  interests  of  public  weal,  the  second  only,  i.  e.,  the  free  administration,  will 
be  satisfactory  in  dealing  with  combinations. 

It  is  further  inherent  in  the  nature  of  a  judicial  decision  that  the  same  pronounces 
solely  judgments  of  a  declarative  nature;  that  is,  it  clears  up  the  cases  in  question 
which  fall  under  the  head  of  laws  which  were  already  in  force  before  the  beginning 
of  litigation.  But  the  decisions  of  the  executive  in  matters  of  combinations  must  be 
of  a  constructive  (constitutiv-)  nature,  for  these  decisions  must  grasp  the  varying 
economic  conditions  (Conjuncturen)  of  each  industrial  branch,  and  bring  about, 
within  these  conditions,  such  relations  as  will  harmonize  public  and  private  interests. 
Such  administrative  decisions,  which  have  the  force  of  norms  of  public  law  issued 
by  virtue  of  the  power  to  establish  rules  (Verordnungsgewalt),  must  not  by  any 
means  be  based  solely  on  the  legal  and  economic  conditions  that  exist  at  the  pro- 
moting of  a  combination  or  the  formulation  of  any  particular  measure  of  a  com- 
bination, but  it  must  also  follow  the  later  economic  development  as  being  a  very 
important  factor.  Also  for  this  purpose  a  judicial  decision  is  not  well  adapted, 
because  it  can  not,  by  principle,  take  into  consideration  the  changes  which  have 
later  developed  in  the  most  cases. 

To  these  considerations  of  principle  is  added  the  important  practical  consideration 
that  the  judicial  procedure  does  not,  from  its  character,  give  assurance  of  the  neces- 
sary despatch  of  decision  which  is  necessary  here  where  the  immediate  consideration 
of  sudden  development  of  economic  life  is  in  question.  .  It  might  therefore  easily 
happen  that  a  judicial  decision  would  become  effective  only  after  the  favorable 
economic  conditions  had  been  fully  exploited  and  when  the  combination,  having 
gained  its  end,  had  been  already  dissolved.  Even  if  such  a  proceeding  should  be 
endowed  with  a  quasi  power  of  injunction  ( Interdictenschutz)  (the  propositions  as 
yet  made  have  not  gone  so  far),  and  if  this  power  were  carried  out  in  the  most 
summary  fashion  (for  instance,  after  analogy  of  the  jtossessionum  summariissimum) ,  it 
would  probably  be  inetficient,  because  it  would,  even  then,  not  respond  to  the  double 
requirements  of  a  quick  and  at  the  same  time  exhaustive  decision. 

Final  result*. — As  a  result  of  these  considerations  the  Government  determined  to 
adopt  none  of  these  systems,  but  rather  to  select  another  type,  which  unites  ele- 
ments of  the  registry  and  prohibitory  system  into  one  system  of  administrative 
regulation,  combining  therewith  at  the  same  time  regulations  of  a  penal  and  civil 
nature.  This  combination  is  the  system  embodied  in  the  present  bill,  which  pro- 
vider for  registration  and  the  right  of  supervision  and  prohibition  by  the  state,  with 
sanctions  of  invalidity  in  civil  law  and  prosecution  in  penal  law. 

The  Government  considers  it  an  advantage  of  this  regulation  that  it  expresses  in 
this  form  no  positive  approval  of  individual  combinations,  but  while  confining  itself 
to  a  passive  attitude  i  Assist  en/),  nevertheless  remains  in  a  position  to  obtain  a  j>er- 
fect  insight  into  the  character  and  effects  of  these  combinations,  and  to  protect  the 
interests  of  the  population  and  state  treasury  against  possible  abr.- 

The  proposed  regulation  of  combinations  is  based  on  this  fundamental  idea.  At 
the  same  time  the  Government  feels  confirmed  in  its  belief  that  this  la\v  will  be  an 
efficient  weapon  against  abuses  of  combinations,  principally  from  the  fact  that  it 

!Cf.  Dr.  Emil  Steinbach:  Legal  Transactions  of  Economic  Organization,  Vienna,  1897,  p.  183. 
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knows  itself  to  be  one  with  the  incessant  wishes  of  public  opinion.  If  Macaulay 
said  that  a  law  had  no  eyes  and  no  hands,  and  was  nothing  but  a  piece  of  paper  as 
long  as  public  opinion  did  not  breathe  the  breath  of  life  into  the  dead  letter,  then  the 
Government  can  assume  that  this  law  will  not  lack  vitality.  The  Government  also 
hopes  that  the  law  will  have  influence  by  the  mere  fact  of  its  existence,  and  prevent 
harmful  abuses  of  combinations  in  its  province.  For  the  Government  wishes  to 
prevent  only  these  abuses,  not  combinations  in  general,  and  as  the  Government 
combats,  in  the  interests  of  the  community,  the  abuses  of  combinations,  it  considers 
itself  justified,  at  the  same  time,  to  insure  for  the  legitimate  purposes  of  combina- 
tions a  sufficient  degree  of  liberty. 

EXPLANATION   OF   THE   BILL   BY   SECTIONS. 

Section  1. 

Delimitation  of  the  subject. — This  paragraph  has  a  double  aim,  firstly,  to  mark  off 
the  province  to  be  regulated,  and,  secondly,  to  express  the  supreme  principle  of  this 
regulation — that  of  state  supervision — for  the  combinations  falling  under  the  head  of 
this  law. 

Since  the  interests  of  the  revenue  policy  and,  indirectly,  the  returns  from  indirect 
taxes  form  the  starting  point  for  the  promulgation  of  this  law,  the  present  attempt 
of  a  partial  regulation  of  combinations  leads  naturally  to  the  subject  of  the  great 
industries  which  produce  articles  of  daily  use,  and  more  especially  those  that  are  of 
the  greatest  importance  from  the  point  of  view  of  large  consumption  by  the  masses, 
as  well  as  from  the  point  of  view  of  a  productive  indirect  taxation.  Such  are, 
primarily,  the  well-known  staple  articles  of  the  taxes  on  production,  namely,  sugar, 
spirits,  beer,  and  mineral  oil,  the  taxation  of  which  is  regulated  by  special  tax  laws. 

These  indirect  taxes  form  in  modern  Austrian  financial  legislation,  ever  since 
the  first  agreement  (Ausgleich)  with  Hungary,  a  special  head  for  which  identity  in 
the  principles  of  taxation  has  been  established  by  the  constitutional  law  (Staats- 
grundgesetz)  on  the  common  affairs  (of  Austria  and  Hungary).  (Cf.  Constitutional 
law  of  December  21,  1867,  R.  G.  B.  146,  sec.  2,  1,  2:  "Indirect  taxes  closely  con- 
nected with  industrial  production. " )  A  demarcation  useful  for  present  purposes, 
and,  as  it  were,  especially  prepared  for  the  same,  has  thus  already  been  made 
through  an  historical  development  of  legislation  (though  originally  intended  for 
other  purposes) ,  and  this  domain  could  therefore,  without  further  difficulty,  be 
selected  as  the  subject  of  this  partial  law  on  combinations. 

The  criterion,  then,  for  this  demarcation  was  afforded  by  the  articles  of  production 
subject  to  indirect  taxes  of  the  above-mentioned  kind,  the  enumeration  of  which, 
be  it  understood,  is  here  made  only  by  way  of  example,  as  other  articles  could  be  or 
could  become  the  subject  of  an  indirect  tax  standing  in  a  like  connection  with 
industrial  production.  Salt,  which  article  is  subject  to  a  state  monopoly,  may 
already  be  considered  in  this  connection  in  certain  cases;  for  the  tax  monopoly  in 
regard  to  this  article  must  also  be  regarded  as  a  form  of  connection  of  industrial  pro- 
duction with  indirect  taxation  in  the  sense  of  the  law  passage  cited.  To  be  sure, 
salt  is  relevant  only  so  far  as  the  monopoly  leaves  free  a  place  for  the  activity  of 
private  enterprise  in  the  economic  process  from  production  to  consumption;  for 
wherever  the  monopoly  covers  the  article,  the  opportunity  for  combinations  does 
not  exist,  on  account  of  the  exclusion  of  private  enterprise.  Such  a  latitude  for 
private  enterprise  exists  in  the  salt  monopoly  with  reference  to  the  retail  sale,  mid- 
dlemen's profits,  and  possibly  export.  From  this  fact  it  further  follows  that,  for 
the  delimitation,  the  articles  themselves  tnat  are  subject  to  the  indirect  taxation  (or 
the  monopoly)  must  be  decisive,  not  the  various  forms  of  enterprise  in  connection 
with  these;  therefore  not  only  the  industrial  production  and  the  great  industries 
mostly  concerned  with  the  articles,  but  also  the  most  various  other  forms  of  enter- 
prise may  give  occasion  for  combinations  that  would  fall  under  the  head  of  this  law. 
Thus  it  is  expressly  understood  that  not  only  combinations  of  producers  merely, 
i.  e.,  combinations  in  the  narrower  sense,  but  also  the  combinations  of  commerce 
and  speculation  usually  comprehended  by  the  name  of  rings  come  under  the  head 
of  this  law. 

But  in  all  the  combinations  regulated  by  this  law,  the  activity  of  the  combined 
undertakers  must  have  reference  to  an  article  in  a  stage  of  production  when  it  appears 
as  a  subject  of  indirect  taxation  (or  of  a  state  monopoly).  Combinations  of  beet 
growers  which  concern  only  the  production  or  price  of  beets  will  not  come  under 
the  head  of  this  law,  since  beets  are  not  subject  to  any  indirect  taxation  closely  con- 
nected with  industrial  production.  But  combinations  of  manufacturers  of  raw  sugar 
in  reference  to  the  procuring  or  the  price  of  the  beets  (cartels  about  prices  or  in 
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reference  to  the  dividing  of  the  markets,  Rayonuirungscartelle)  are  affected  by  the 
law,  since  the  enterprise  of  manufacturers  of  raw  sugar,  for  whom  the  beet  is  pro- 
cured, is  directed  to  the  production  of  an  article  that  is  subject  to  such  n  tax.  Like- 
wise comprehensive  combinations  of  undertakers  participating  in  the  production  of 
an  article  in  different  stages  of  production  come  under  the  head  of  this  law  if  the 
final  product  of  this  whole  series  of  production  is  subject  to  indirect  taxation  of  the 
indicated  kind,  and  the  regulation  of  the  price  or  of  production  of  intermediate 
products  is  brought  into  some  organic  connection  with  the  final  product  (e.  g.,  fix- 
ing of  prices  of  beets  in  a  definite  ratio  to  the  existing  prices  of  raw  and  refined 
sugar). 

For  the  application  of  this  law  the  necessity  of  obtaining  the  most  serviceable 
definition  possible  of  combinations  was  evident. "  A  generally  recognized  characteris- 
tic of  combinations  is  the  following:  The  attempt  to  exercise  a  determining  influence 
upon  conditions  of  production,  price,  and  sale,  in  order  to  make  these  as  well  as  the 
whole  conditions  of  the  market  of  the  article  more  favorable  for  the  members  of  a 
combination.  A  second  characteristic,  acknowledged  in  the  same  manner,  is  the 
joint  action  of  members  of  a  combination,  which  regularly  finds  expression  in  the 
agreement  to  curtail  or  abolish  free  competition,  since  such  concerted  action  is 
intended  to  insure,  as  a  suitable  means,  the  attainment  of  the  desired  end;  and  this 
concerted  action  is  a  typical  characteristic  of  combinations,  however  different  the 
external  form  and  appearance,  as  well  as  the  intended  effect  on  conditions  of  pro- 
duction, prices,  and  sale  may  be. 

State  supervision. — In  the  system  of  law  state  supervision  is  the  supreme  principle 
put  of  which  the  other  legal  provisions  about  state  interference  are  developed  genet- 
ically. The  obligation  to  register  (sees.  2,  4,  6)  is  a  primary  condition  for  the  exer- 
cise of  state  supervision,  while  the  definition  of  the  right  of  control  and  inspection 
by  the  state  executive  (sec.  7),  with  its  last  consequence,  the  right  of  prohibition  by 
the  state  (sees.  8,  9) ,  determines  the  exact  extent  of  state  supervision.  •  At  the  same 
time,  special  provisions  are  made  regarding  the  organization  of  the  administrative 
bodies  which  are  to  exercise  the  right  of  state  interference  (sees.  11,  12)  and  a  num- 
ber of  sanctions  are  established  to  insure  the  efficiency  of  all  these  provisions. 

Sections  2  and  3. 

Notarial  form. — For  the  establishment  of  the  agreement  of  combination  a  notarial 
attestation  is  required,  because,  in  comparison  with  other  agreements,  for  which 
this  form  is  obligatory,  the  subject  of  agreements  of  combination  is  of  such  impor- 
tance to  the  public  that  at  least  equal  demand  for  an  authentic  record  existed. 
Besides  this  form  appeared  a  serviceable  means  of  preventing,  as  far  as  possible,  the 
concealment,  misrepresentation,  etc.,  of  facts.  The  designation  of  section  2  and  the 
demonstrative  enumeration  of  the  points  which  the  statutes  attested  by  a  notary 
must  contain  serves  to  insure  these  ends. 

Relation  to  e.r!*ting  law*  in  reference  to  associations. — From  the  principle  of  state 
interference  followed  the  necessary  consequence  that  the  invalidity  of  certain  agree- 
ments of  combination,  pronounced  in  section  4  of  the  law  on  associations  of  April  7, 
1870,  R.  G.  B.  No.  43,  could  no  longer  be  upheld.  It  would  lie  repugnant  to  all 
sense  of  justice  and  absolutely  irrational  that  something  should  be  subject,  in  its 
entirety,  to  the  legal  consequences  of  nullity  and  invalidity  before  the  law,  after 
having"  been  regulated  as  an  object  of  most  thorough  state  inspection,  and  after  hav- 
ing been  considered  approved,  if  not  prohibited  by  the  state  authorities  according 
to  sections  8  and  9.  It  would  also  be  a  legal  anomaly  if  notarial  attestation  were 
prescribed  for  an  agreement,  and  if  this  agreement  were  nevertheless  to  be  treated 
as  invalid  or  null  without  distinction.  The  Government  finds  it  all  the  easier  to 
concede  the  validity  of  certain  agreements  in  private  law,  since  former  expe- 
riences have  shown  the  very  Alight  practical  significance  of  invalidity  of  such  agree- 
ments in  private  law. 

Apart  from  this  necessary  change  in  the  law  on  coalitions,  the  relation  of  the  pres- 
ent law  to  the  law  on  coalitions  is  defined  by  section  3  to  the  effect  that  in  other 
respects  both  laws  are  valid  side  by  side.  The  legal  rights  of  the  laborers  are,  there- 
fore, altered  in  no  way  to  their  disadvantage  by  the  present  partial  law  on  combina- 
tions; agreements  of  undertakers  to  the  disadvantage  of  their  laborers  fall  as  before 
under  the  sanctions  of  the  law  on  coalitions;  indeed,  there  are  even  added  in  the 
present  law  new  severe  sanctions  for  contraventions  of  this  kind  that  might  be  com- 
mitted in  the  way  of  a  combination.  (Sees.  8  and  16. ) 

Since  combinations  come  under  the  general  head  of  associations,  they  will  have  to 
fulfill,  according  to  the  form  adopted  and  the  character  of  the  association,  the 
conditions  prescribed  for  them  by  the  existing  laws  on  associations  (patent  on 
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associations,  of  November  26,  1852,  R.  G.  B.  No.  253;  code  of  commercial  law  (Han- 
delsgesetzbuch) ,  second  and  third  book;  law  on  associations  of  November  15,  1867, 
R.  G.  B.  No.  134;  law  on  business  and  savings  associations  (Erwerbs  und  Wirt- 
schaftsgenossenschaften)  of  April  9, 1873,  R.  G.  B.  No.  70,  and  others.  The  present 
law  does  not  desire  to  interfere  with  the  effects  of  these  laws  for  the  reason  that  it 
aims  solely  at  a  regulation  of  combinations  from  the  standpoint  of  its  own  particular 
purposes. 

Sections  4  to  6. 

Objects  of  registry. — The  following  are  conceived  as  objects  of  registry:  The  act  con- 
stituting the  combination,  i.  e.,  the  agreement  of  combination  established  by  notarial 
attestation,  furthermore,  every  amendment  of  the  agreement,  the  act  dissolving  the 
combination,  also  a  statement  of  the  essential  functions  of  an  existing  combination, 
as,  e.  g.,  the  fixing,  whether  directly  or  indirectly,  of  prices,  of  the  quantity  of  produc- 
tion, of  the  conditions  of  purchase  and  sale.  The  accession  or  withdrawal  of  a  mem- 
ber of  a  combination  is,  according  to  section  2,  to  be  deemed  a  change  of  agreement, 
and  from  that  fact  alone  must  be  duly  reported.  For  the  sake  of  clearness  these  cases 
are  specifically  enumerated. 

Subjects  of  obligation  to  report. — Subject  t<3  the  obligation  to  report  are  all  members 
of  the  combination  who,  as  those  principally  interested  in  the  combinations  and  as 
bearers  of  the  legal  relation  subject  to  report,  appear  to  be  principally  marked  out 
for  the  fulfilment  of  this  duty. 

They  are  not  absolutely  compelled  to  fulfill  this  duty  themselves,  but  may,  at  their 
own  responsibility,  avail  themselves  of  representatives  specially  authorized  for  it.  By 
the  requirement  of  special  authorization  the  responsibility  of  the  members  of  a  com- 
bination for  the  reporting  is  specially  emphasized,  because  for  the  relation  between 
the  State  authority  and  the  combinations  the  obligation  to  report  is  the  foremost  duty, 
and  when  one  considers  that  the  efficiency  of  essential  legal  provisions  is  dependent 
on  it,  it  appears  a  very  important  duty,  whose  fulfilment  must  be  safeguarded  by 
special  responsibility. 

The  obligation  of  the  notary  to  deposit  copies  of  the  agreement  of  combination  is 
independent  of  the  obligation  on  the  part  of  the  members  of  a  combination  to  register. 
Nevertheless,  since  the  assistance  of  a  notary  is  legally  requisite  for  the  obligatory 
notarial  form  of  the  agreements  of  combination,  it  is  natural  to  use  this  attestation 
to  transmit  to  the  authorities  a  complete  knowledge  of  the  constitutive  act  of  the 
combinations. 

The  double  obligation  of  reporting  and  depositing  [the  terms  of  agreement]  will 
constitute  a  useful  measure  of  control,  which  is  made  necessary  by  the  importance  of 
these  reports. 

Cartel  register. — From  numerous  utterances  of  the  public  the  Government  inferred 
the  desire  for  publicity  of  the  agreements  of  combination. 

Indeed,  this  desire  that  combinations  might  emerge  from  the  obscurity  in  which 
they  have  as  a  rule  sought  shelter  into  the  light  of  publicity  must  be  acknowledged 
as  just,  principally,  because  the  population,  which  is  so  much  interested  in  the 
agreements  of  combinations,  has  surely  some  claim  to  a  knowledge  of  their  contents. 
In  a  certain  sense  it  is  to  the  advantage  of  the  combinations  themselves  if  they  have 
nothing  to  conceal  from  the  public;  in  fact,  formerly  a  not  uncommon  aversion  to 
publicity  led  to  suspicions  and  unfavorable  opinions,  often  devoid  of  any  justification. 

The  Government  hopes,  besides,  that  in  the  light  of  publicity  the  opinions  about 
combinations  will  become  more  settled  and  also  that  a  separation  between  permissible 
combinations  and  such  as  offend  against  public  morality  will  take  place  in  public 
opinion.  The  Government  deems  it  of  special  importance  that  the  momentous 
decisions  in  the  matter  of  combinations,  which  are  reserved  to  it  according  to  the 
provisions  of  this  bill,  find  a  support  in  public  opinion.  For  this  purpose  there  is 
need,  above  all,  of  an  efficient  organization,  in  order  to  bring  to  general  notice  as 
quickly  as  possible  the  facts  furnished  by  the  reports  in  reference  to  combinations, 
as  prescribed  in  section  5,  as  well  as  the  decisions  thereon  of  the  State  executive. 

The  establishment  of  a  bureau  of  publicity  is  to  serve  this  purpose,  the  simplest 
and  most  natural  form  of  which  is  the  collection  of  copies  of  the  reports  and  deci- 
sions with  the  department  itself  that  receives  the  report  (the  ministry  of  finance). 

The  collection  of  these  copies  constitutes  the  register  of  combinations  (cartel  reg- 
ister). The  publicity  to  be  effected  by  the  same  is  to  be  further  increased  by  the 
instruction  of  immediate  publication  in  the  public  journals  of  all  copies  deposited. 

'    Section  7. 

State  supervision. — The  right  of  State  supervision  is  twofold  in  its  effects:  Firstly, 
that  of  inspection  of  the  accounts;  and,  secondly,  the  right  of  demanding  informa- 
tion about  the  business  affairs;  imposing  in  the  first  case  a  sufferance  upon  the  com- 
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binations  and  combined  capitalists,  in  the  other  case  a  positive  performance.  In 
both  cases  this  right  includes  an  insight  into  the  entire  business  relations  of  the 
combinations  (into  the  particular  circumstances  of  their  business  as  well  as  into  their 
entire  business  as  combinations )  and  into  the  internal  and  external  relations  of  com- 
binations. The  possibility  of  an  exhaustive  exposition  of  all  these  conditions  is  an 
indispensable  foundation  for  the  exercise  of  State  supervision;  and  it  is  therefore 
provided  for,  to  the  same  extent  at  least  in  principle,  as  in  other  domains  where  a 
right  of  State  supervision  exists.  (Patent  of  associations  of  November  26,  1852, 
R.  G.  B.  No.  253,  sec.  22;  regulation  of  insurance  of  March  5,  1896,  R.  G.  B.  No.  31, 
sec.  38.)  On  the  other  hand,  this  complete  exposition  is  a  burden,  to  be  sure, 
imposed  for  the  interest  of  the  public,  but  certainly  no  serious  obstruction  to  the 
management  and  development  of  business;  in  fact,  business  life  is  compelled  to  sub- 
mit to  such  inspection  by  State  authorities  in  other  cases — for  example,  the  inspec- 
tion of  accounts,  according  to  articles  34,  40,  240  of  the  code  of  commercial  law 
(Handelsgesetzbuch).  Besides,  the  exercise  of  this  privilege  will  as  a  rule  not 
amount  to  a  permanent  condition,  but  rather  consist  in  isolated  acts  of  inspection  of 
accounts.  Furthermore,  it  is  self-evident  that  the  strictest  preservation  of  the  secrecy 
of  office  to  which  the  inspecting  authorities  are  bound  in  general,  and  also  in  refer- 
ence to  the  menibers  of  combinations,  will  remove  any  great  apprehension  that  the 
right  [of  investigation]  may  jeopardize  business  interests. 

In  one  point,  where  the  purposes  of  State  inspection  permitted  it,  the  law  itself  sets 
a  limit  to  inspection  into  business  affairs  by  providing  expressly  for  the  guarding  of 
business  secrets  in  technical  appliances  and  processes. 

Sections  8  and  9. 

If  the  State  supervision  is  to  be  efficient,  it  must  be  endowed  with  the  attributes  of 
an  active  interference  of  the  State  authority  with  the  existence  or  important  actions 
of  the  combinations.  This  need  led  to  the  establishment  of  the  right  of  prohibition 
or  interdict  resting  with  the  executive,  in  which  right  the  police  power  of  the  State 
in  economic  matters  finds  its  highest  expression.  If  State  supervision  is  the  eve,  the 
right  of  prohibition  is,  as  it  were,  the  arm  of  State  authority.  In  this  right  there  is 
contained  just  as  much  an  obligation  to  act  as  also  an  intentional  limitation  of  State 
interference,  which  is  to  restrict  itself  solely  to  a  defensive  attitude  toward  abuses 
and  is  to  avoid  on  principle  every  act  of  positive  consent  or  approval.  (Cf.  the  Gen- 
eral Commentary,  p.  128. ) 

The  attitude  of  the  State  executive  toward  combinations  is  therefore  exhausted  by 
the  alternative  of  sufferance  or  prevention. 

The  State  right  of  prohibition,  as  the  pinnacle  of  the  fabric  of  State  supervision, 
must  be  founded  on  a  consideration  of  the  conditions  brought  to  notice  by  that  State 
supervision.  Therefore  the  most  careful  investigation  of  all  the  circumstances  that 
involve  an  injury  of  public  interests  by  a  combination  must  precede  the  promulga- 
tion of  a  governmental  prohibition. 

This  examination  is  an  act  of  the  supreme  supervision  of  economic  conditions  rest- 
ing with  the  State,  and  from  its  nature  must  be  left  to  the  discretion  of  the  State 
executive.  The  law  furnishes  for  this  examination  certain  criteria,  so  that  with  every 
promulgation  of  a  prohibition  there  is  at  the  same  time  expressed  a  logical  decision, 
in  the  affirmative,  about  the  pertinence  of  the  legal  presuppositions.  For  determin- 
ing whether  the  purpose  of  a  combination  or  some  particular  acton  its  part  demands 
its  suppression,  two  criteria  are  established  by  the  law:  (1)  Does  the  law  apply  to 
the  case  under  consideration?  (2)  Is  the  general  purpose  or  the  special  act  of  the 
combination  legally  inadmissible? 

As  far  as  the  lirst  criterion  is  concerned,  an  action  of  the  combination  that  is  of 

Eublic  interest  must  be  concerned,  that  is,  the  pursuit  of  the  special  aims  of  a  com- 
ination — a  regulation  of  the  prices,  production,  or  sales  (sec.  1).  The  regulation 
of  prices  may  take  place  directly  by  fixing  combination  prices,  or  indirectly  by 
fixing  the  quantity  of  the  output  through  the  division  of  market  territory  or  by  agree- 
ments about  the  buying  of  means  of  production,  such  as  raw  auxiliary  materials,  per- 
f<  irmances  of  labor,  and  the  like.  Considering  the  significance  of  all  these  conditions 
for  the  j trices  of  the  products  of  combinations,  the  action  of  the  combination  which 
may  lead  to  State  prohibition  will  consist,  as  a  rule,  in  an  indirect  or  direct  influence 
on  the  prices  of  these  products.  IH>  it  to  increase  or  maintain  them.  With  an  opposite 
tendency,  a  fixing  of  prices  for  auxiliary  raw  materials  and  other  means  of  produc- 
tion will  occur  where  combinations  undertake  the  regulation  of  production.  The 
fixing  of  prices  may.  as  such,  have  reference  directly  or  indirectly  to  wares  or  perform- 
ances of  labor,  since  not  only  wares  or  performances  of  labor,  or  both,  can  be  a  means 
of  production  for  combinations,  but  also  the  production  of  goods  or  the  furnishing  of 
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labor  may  be  the  purpose  of  some  combination's  activity.  The  law  also  wishes  to 
prevent  cases  of  the  latter  kind,  which,  as  the  case  of  the  miller's  employees  (Lohn- 
miillerei)  shows,  occur  in  other  spheres,  and  are  also  conceivable  within  the  scope 
of  the  present  law. 

The  second  criterion — namely,  that  of  inadmissibility  or  incompatibility  with  pub- 
lic weal — demands  again  the  concurrence  of  two  events.  In  the  first  place,  the  action 
of  the  combination  leading  to  the  prohibition  must  overstep  the  limits  within  which 
it  is  justifiable,  by  reason  of  the  economic  situation,  and  compatible  with  public 
weal.  These  limits  could  not  be  better  marked  off,  after  mature  deliberation,  than 
by  establishing  a  general  economic  category,  namely,  the  objective  economic  situa- 
tion. (Cf.  the  General  Commentary,  p.  127.)  Furthermore,  this  action  must  run 
directly  counter  to  the  revenue  interests,  for  whose  protection  the  Government  con- 
sidered itself  in  duty  bound  to  take  special  measures,  especially  with  a  view  to  the 
ever-increasing  importance  of  these  interests  for  the  general  problems  of  the  execu- 
tive. It  is  not  always  necessary  that  the  detriment  to  the  interests  mentioned  and 
to  the  revenue  should  directly  lower  the  revenue  receipts;  it  will  be  sufficient  if  the 
distribution  of  taxes  according  to  the  intentions  of  the  law  and  the  burden  on  the 
consumer  is  seriously  affected. 

It  must  often  be  considered  an  injury  to  these  interests,  of  no  less  weight,  if  by 
abuses  of  combinations  the  development  of  production  is  endangered,  an  unjustifiable 
depression  in  the  prices  of  means  of  production  is  produced,  and,  hand  in  hand  with 
it,  a  decrease  in  the  development  of  tax-paying  enterprises  and  in  the  consuming  and 
tax-paying  power  of  the  population  in  general  occurs. 

To  the  prohibited  acts  here  treated  must  be  added  the  special  provision  in  the  last 
clause  of  section  8,  by  which  a  special  sanction  is  provided  for  violation  by  combina- 
tions of  those  provisions  of  the  law  on  coalitions  that  remain  in  force.  (Cf.  the  Com- 
mentary on  sec.  3. ) 

Section  11. 

Cartel  commission. — By  the  very  nature  of  the  subject  it  seemed  desirable  to  leave 
the  determination  of  the  conditions  calling  for  State  interventions  not  solely  to  the 
professional  organs  of  the  executive,  but  to  call  upon  specially  qualified  persons  from 
other  spheres,  who,  from  their  acquaintance  with  the  actual  conditions,  would  most 
excellently  supplement  the  judgment  of  the  former  and  insure  the  proper  working 
of  the  whole  apparatus.  These  considerations  led  to  the  appointment,  provided  for 
in  the  law,  of  a  special  cartel  commission.  Among  the  different  proposals  aiming 
at  the  employment  of  other  independent  elements  in  the  relations  of  the  State 
with  combinations,  besides  the  proper  organs  of  the  State  executive,  the  idea  of 
a  mixed  commission  seemed  most  practical.  This  is  to  insure  organic  cooperation  of 
the  members  of  the  State  executive  with  independent  specialists.  In  order  to  make 
this  cooperation  as  efficient  as  possible  the  Government  intends  to  select  these  special- 
ists, who  are  not  properly  officials  of  the  executive,  from  among  persons  practically 
interested  or  from  members  of  the  combinations  themselves;  furthermore,  from  among 
other  experienced  persons  in  practical  life,  as  well  as  from  among  scientific  experts. 
This  latter  class  is  particularly  included,  because  the  problem  of  combinations  has 
recently  been  the  subject  of  detailed  scientific  observation,  for  which  reason  the 
opinion  of  scientific  experts  ought  not  to  be  neglected.  From  the  deliberations  of  a 
commission  of  this  character  the  Government  hopes  to  attain  a  twofold  advantage: 
First,  the  most  efficient  employment  of  independent  expert  opinion  and  judgment 
about  the  situation  will  thus  be  guaranteed  for  the  (final)  decision;  furthermore,  the 
impartiality  and  objective  correctness  of  the  decision  will  be  accredited  in  a  higher 
degree  by  the  public.  The  authority  which  the  cartel  commission  will  presumably 
enjoy,  merely  from  the  manner  of  its  composition,  will  also  relieve  the  Government 
from  part  of  its  great  responsibility  for  acts  of  State  authority  in  this  absolutely  new 
field  of  action. 

In  accordance  with  the  principles  01  government  responsibility  the  State  executive 
will  always  reserve  the  right  of  decision  for  itself,  which  will'  of  course  receive  a 
thorough  preparation  and  a  material  foundation  through  the  opinion  of  the  commis- 
sion. The  character  ot  the  commission  as  an  advisory  organ  is  in  agreement  with  an 
idea  which  is  constantly  being  worked  out  more  thoroughly,  as  many  analogies  in 
other  provinces  of  administrative  work  would  show,  namely,  the  idea  supplement- 
ing the  executive  in  the  solution  of  difficult  problems  by  an  organic  cooperation 
with  independent  specialists.  To  be  sure,  the  work  of  the  cartel  commission  prom- 
ises to  attain  a  special  significance  and  to  establish  relations  with  practical  life  use- 
ful in  the  highest  degree.  Therefore  the  law  provides  for  the  eventuality  of 
transferring  to  the  commission  also,  beyond  its  merely  advisory  functions,  the  exer- 
cise of  State  supervision  which  belongs  primarily  and  for  the  present  to  the  ministry 
of  finance. 
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While  minor  details  about  the  work  of  the  commission  in  its  narrower  or  extended 
functions  are  reserved  for  regulation  by  a  later  decree,  the  practical  organs  of  the 
revenue  service  are  excluded  by  the  terms  of  the  laws,  for  good  reasons,  from  serving 
as  members  of  the  commission  or  as  officials  under  its  authority  (Comissare),  since  a 
combination  of  such  functions  might  lead  to  doubts  about  the  impartiality  of  the 
commission  or  its  employees. 

Section  13. 

In  consequence  of  the  necessity  of  applying  the  law  to  combinations  already  exist- 
ing it  was  necessary  to  allow  a  longer  term  than  ordinary  for  the  first  reports,  which, 
from  the  status  of  these  combinations,  will  have  to  be  furnished  at  the  time  of  the 
coming  in  force  of  the  law,  since  the  combinations  will  have  to  make,  before  furnish- 
ing their  reports,  certain  arrangements  in  fulfilment  of  the  provisions  of  the  law. 

Sections  14  to  18. 

Violations  covered  by  the  penal  enactments  of  this  law  are  divided  into  offenses 
against  order  and  judicial  misdemeanors;  the  latter  are  all  declared  misdemeanors 
and  therefore  assigned,  according  to  the  general  regulations  of  the  order  of  pro- 
cedure in  penal  processes,  to  the  jurisdiction  of  the  courts  of  law.  Fines  in  con- 
tempt for  violation  of  order,  except  in  the  case  of  a  simple  breach  of  official  secrecy 
by  members  of  the  commission  who  are  not  State  officials  (sec.  17,  clause  1),  are  to 
be  imposed,  first,  as  fines,  and  secondly,  as  judicial  fines  and  imprisonment.  The 
law  imposes  these  always  in  a  cumulative  fashion.  The  offenses  against  order  are 
characterized,  apart  from  a  breach  of  official  secrecy  by  members  of  the  commission, 
as  negative  transgressions,  since  by  them  the  fulfilment  of  legal  enactments  is 
neglected  or  refused.  The  punishment  of  these  offenses  against  order  is  left  to  the 
executive  authorities  (political  State  authorities).  Since  these  offenses  can  be  com- 
mitted under  most  varying  conditions,  it  was  necessary  to  designate  specifically  the 
persons  who  might  become  guilty  of  such  offenses.  (Sec.  14,  clause  1.) 

The  judicial  offenses,  divided  according  to  their  gravity  into  two  groups,  with  pen- 
alties of  different  severity  (sees.  15  and  16),  have  a  common  characteristic,  namely, 
that  the  provisions  containing  the  principal  purpose  of  the  law  have  been  violated 
either  knowingly  or  through  negligence  so  gross  that  an  ordinary  degree  of  conscien- 
ti«  Hisness  would  have  at  once  revealed  the  nature jof  the  act  as  a  violation  of  law.  This 
constitutes  such  violation  of  the  established  law'  that  a  penal  prosecution  is  amply 
justifiable  according  to  the  fundamental  principles  of  law.  For  the  realization  of 
the  purposes  of  the  law  it  was  necessary  to  place  essential  incompleteness,  as  far  as 
punishment  was  concerned,  on  the  same  level  with  false  statements  in  the  reports  or 
information  furnished.  (Sec.  15. )  The  offenses  subject  to  the  severer  penalties  of 
section  16,  1-3,  are  all  in  the  nature  of  acts  whereby  existing  combinations  seek  to 
withdraw  themselves  or  particular  policies  which  they  pursue  from  the  supervision 
of  the  State — where  we  have,  as  it  were,  actual  cases  of  "blind  corners"  (Winkel- 
cartelle).  The  violation  of  the  prohibition  of  agreements  made  by  combined  cap- 
italists to  the  disadvantage  of  their  workingmen,  which  prohibition  is  regulated  by 
the  law  on  coalitions  and  provided  by  the  present  law  with  further  penalties,  is  put 
on  the  same  level  with  the  former  cases  as  far  as  the  severity  of  the  penalty  is 
concerned.  (Sec.  16,  4.) 

By  the  provisions  of  the  present  law  the  application  of  general  penal  law  is  of 
course  not  excluded;  according  to  the  circumstances  of  each  case  there  will  be 
applied  either  the  legal  provisions  about  competition  or  the  severer  law  will  take  its 
course. 

Sections  19  and  M. 

The  sanctions  of  this  law  shall  be  supplemented,  apart  from  the  subjective  respon- 
sibility of  the  contravening  party,  by  an  objective  responsibility  of  the  individual 
undertakers  themselves  as  well  as  of  their  aggregate  combination. 

These  provisions  are  justified  by  the  consideration  that  violations  of  law  should 
be  accompanied  with  serious  consequences  for  those  who  expect  material  gains  from 
the  violations.  Such  offenders,  apart  from  the  eventuality  of  individual  responsi- 
bility in  penal  law,  are  to  be  brought  by  special  enactments  into  such  legal  relations 
to  their  representatives  and  employees"  that  the  penal  action  of  the  latter  shall  be 
undertaken  at  the  expense  and  risk  of  their  employer.  The  temptation  to  break  the 
law  arising  from  eagerness  to  serve  the  interests  of  an  employer  will  be  counter- 
balanced by  the  fact  that  every  violation  of  the  law  by  the  representative  or  the 
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employee  may  bring  on,  in  due  course,  certain  material  losses  or  the  possibility  of 
such  to  the  undertaker. 

In  determining  this  objective  liability  a  distinction  had  to  be  made  between  the 
cases  where  the  liability  exists  without  further  presuppositions,  as  in  the  liability 
for  fines  of  order  and  for  judicial  fines  for  violations  in  the  making  of  reports,  and 
secondly,  those  cases  where  the  liability  is  connected  with  the  presupposition  of  a 
certain  want  of  diligence  in  the  undertaker.  (Sec.  19,  3.)  If  an  independent  penal 
responsibility  exists  on  the  part  of  the  undertaker,  which  is  frequently  though  not 
always  the  case,  the  objective  liability  of  the  undertaker  for  the  fines  imposed  on 
his  representative  remains.  (Sec.  19,  2. ) 

The  reason  for  unconditional  liability  in  the  first  group  of  cases  is  to  be  found  in 
the  fact  that  the  violations  coming  under  this  head  ( neglect  to  furnish  reports  and 
information,  falsity,  or  incompleteness  of  reports)  can  be  more  easily  prevented  by 
the  selection  of  the  right  persons  and  the  giving  of  the  proper  instructions  than 
those  other  violations  of  sections  15  and  16  where  the  unconditional  liability  of  the 
undertaker,  if  a  penal  complicity  does  not  exist  to  begin  with,  to  objective  penalities 
for  the  violation  of  the  laws  might  perhaps  appear  out  of  all  proportion  severe.  In 
these  cases  it  has  been  assumed  that  there  is  at  least  a  certain  want  of  diligence. 

As  a  more  perfect  security  for  the  sanctions  of  the  law  the  liability  of  the  under- 
takers united  into  a  cartel  could  not  be  omitted.  The  organization  of  this  common 
liability  was  effected  in  the  form  of  a  security  exacted  of  cartels.  The  liability  of 
this  security,  and  with  it  indirectly  of  the  undertakers,  is  conceived  from  two  points 
of  view:  First,  as  a  further  objective  liability,  without  further  special  presupposi- 
tions, for  the  fines  (fines  of  order  and  judicial  fines),  and  next  as  a  perfection  of  the 
sanctions  imposed  for  the  severest  cases  of  violation  of  the  law.  In  these  cases  (sec. 
16,  1  and  2)  a  forfeiture  of  the  security  may  be  proneunced,  the  amount  of  which 
may  be  decided  according  to  the  gravity  of  the  individual  case  and  after  a  hearing 
by  the  cartel  commission. 

Finally,  a  provision  was  necessary  with  regard  to  the  actual  deposit  of  the  security 
after  its  amount  had  been  fixed,  as  well  as  for  the  deposit  of  additional  security  in  case 
of  forfeiture.  In  reference  to  this  the  eventuality  of  collecting  the  amount  of  the 
security  by  way  of  political  execution  was  provided  for  in  addition  to  the  prohibition 
of  the  cartel,  the  practically  most  efficient  sanction. 


CHAPTER  V. 

GERMANY. 

DEVELOPMENT  AND  EXTENT  OF  THE  COMBINATION  MOVEMENT. 

In  Germany  we  find  the  combinations  of  the  modern  type  first  in  the  latter  half 
of  the  last  century.  Among  the  first  found  are  the  Neckar  Salt  Union  and  the  rail 
combinations,  early  in  the  sixties.1  Some  10  years  later  other  combinations  among 
the  salt  producers  "arose,  and  then  early  in  the  seventies  the  potash  combination, 
which  still  remains  as  one  of  the  most  important  in  Germany.  First  after  the  indus- 
trial crisis  of  1873  and  the  following  years  did  the  movement  toward  combination 
become  noteworthy.  The  cause  in  this  case,  as  in  so  many  of  the  other  countries, 
\\as  the  prepare  of  competition  which  was  forcing  prices  below  remunerative  rates. 
In  1876  and  1877  there  was  a  beginning  of  the  coal  syndicate  in  western  Germany, 
which  has  since  become  in  many  ways  the  most  important  combination  in  Germany, 
if  not  in  the  world.  Within  a  year,  however,  several  other  combinations  in  various 
iron  manufactures,  rails,  locomotives,  and  cars  were  organized.  From  that  time  on 
the  movement  became  more  important  and  more  rapid. 

It  was  thought  at  nrst  that  the  protective  tariff  would  form  a  sufficient  means  for 
the  improvement  of  industrial  conditions  in  Germany.  After  the  increase  in  the 
protective  tariff  in  1879  there  was  an  increase  in  prices  in  many  industries,  but  of 
course  the  protective  tariff  does  not  prevent  very  sharp  competition  within  the 
country  itself.  Liefmann  again  calls  attention2  to  the  phenomenon  witnessed  so  fre- 
quently in  the  United  States  and  elsewhere  that,  although  the  protective  tariff 
checked  the  competition  from  foreign  countries,  it  in  no  way  prevented  combinations 
within  the  home  country  from  organizing. 

In  many  cases  the  combinations  during  the  seventies  and  eighties  became  so  strong 
and  exerted  so  powerful  an  influence  upon  the  world  market,  especially  in  competi- 
tion with  England,  that  a  good  many  combinations  were  made  with  foreign  pro- 
ducers in  order  to  lessen  the  severity  of  foreign  competition,  41  international 
combinations  being  known  in  1897.  The  greater  number  of  these  agreements  were 
with  Austria  and  England,  but  several  weiv  with  Belgium;  some  even  included  cer- 
tain South  American  States.  Many  more  such  combinations  were  talked  of,  but  did 
not  come  into  existence.  In  Germany,  during  the  years  1888  to  1891,  as  in  the  United 
States,  the  movement  toward  the  formation  of  combinations  reached  its  height. 
Then  it  subsided  again  until  within  the  last  two  or  three  years,  when  the  movement  has 
again  apparently  taken  a  new  lease  of  life,  inasmuch  as  two  or  three  of  the  most  impor- 
tant industries-^-such,  for  example,  as  the  refining  of  sugar  and  distilling  of  spirits — 
seem  finally  to  have  reached  a  form  in  which  they  can  probably  last.  At  the  time  of 
the  publication  of  his  book  (1897),  Liefmann  claims  that  he  has  "known  as  many  as  345 
combinations  in  Germany.5  In  this  number  he  includes  really  only  combinations  in 
the  stricter  sense  of  the  word,  excluding  all  local  agreements  on  prices — as,  for 
example,  breweries  in  different  cities,  a  form  of  combination  which  is  almost  uni- 
versal in  Germany — and  excluding  also  <jwculative  rings  of  various  kinds  and  abso- 
lute fusions  into  corporations.  The  number  includes  really  only  the  industrial 
combinations  in  the  ordinary  German  sense.  Wherever  there  have  been  different 
agreements  at  different  times  among  the  same  parties,  these  are  counted  only  once. 

1  R.  Liefmann,  Die  Unternehmer-verbande,  Freiburg,  1897,  p.  139. 
*  P.  141. 
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He  thinks  that  from  230  to  250  out  of  the  345  were  still  in  existence  in  1897. 
divides  the  345  combinations  as  follows: 


He 


Chemical  industry 82 

Iron  industry 80 

Stone  and  clay  industry 59 

Textile  industry ". 38 

Paper  industry 19 

Wood  industry 18 


Coal  industry 17 

Metallurgic  (excepting  iron) 15 

Food  products 12 

Leather. .  5 


Total..  .  345 


Besides  these,  he  knows  of  6  in  connection  with  transportation.  Of  these  combi- 
nations he  has  learned  the  time  of  organization  of  260,  and  these  distributed  by 
years  are  as  follows:  In  the  year  1865,  there  were  4;  in  1875,  8;  1879,  14;  1885,  90; 
1890,  210;  1896,  260.  Of  course  these  figures  can  not  be  complete  as  regards  either 
the  date  or  the  number,  but  they  shew,  nevertheless,  with  a  good  deal  of  accuracy 
the  very  great  extent  of  combinations  in  Germany. 

Liefmann  then  attempts  to  give  the  industries  that  are  covered  by  combinations, 
and  from  reading  his  list,  which  covers  considerably  more  than  a  page,  one  can  see  that 
most  of  the  more  important  and  many  of  the  less  important  industries  are  included. 
In  his  judgment,  Germany  stands  really  at  the  head  of  all  countries  as  regards  the 
number  of  its  combinations.  This  is  something,  of  course,  that  one  might  well  dis- 
pute, but  it  would  probably  not  be  possible  to  reach  any  positive  conclusion.  In  the 
United  States  many  efforts  have  been  made  to  get  lists  of  the  so-called  trusts  or  com- 
binations, but  a  careful  examination  of  any  one  of  those  lists  will  show  that  often 
articles  of  incorporation  for  a  combination  have  been  taken  out,  when  the  new  cor- 
poration, as  a  matter  of  fact,  never  went  into  active  existence.  Besides  these,  there 
are  doubtless  hundreds,  quite  possibly  even  thousands,  of  agreements  regarding  prices 
and  output  that  in  Germany  would  be  counted  among  the  combinations  (Kartelle), 
which  we  have  not  been  in  the  habit  of  counting  here  among  them  because  they  are 
merely  temporary  and  possibly  entirely  informal  in  their  nature.  In  comparing 
thus  the  extent  of  German  combinations  with  those  in  the  United  States,  we  need  to 
take  both  these  facts  into  consideration — difference  in  meaning  of  the  word  combina- 
tion itself,  although  the  effects  may  be  the  same,  and  with  that  the  greater  degree 
of  stability  in  one  sense  that  the  American  combinations  have  secured  from  their 
organization  into  single  compact  corporations  which  preclude  the  possibility  of  their 
separating  into  their  original  forms,  as  is  not  infrequently  the  case  in  Germany.  It 
may,  however,  be  assumed  beyond  question  that  the  movement  in  Germany  has 
been  more  extensive,  and  that  in  many  ways  the  German  combinations  have  been 
more  successful  than  those  found  elsewhere  in  Europe.  A  consideration  of  the 
reasons  for  these  facts,  of  course,  will  come  up  under  heads  that  follow. 

PUBLIC  SENTIMENT. 

The  feeling  in  Germany  regarding  combinations  seems  to  have  been  on  the  whole 
not  unfavorable  until,  at  any  rate,  within  the  last  few  years.  This  is  doubtless 
due  in  part  to  the  fact  that  the  agreements  have  been  ordinarily  merely  upon 
output  and  prices.  Without  the  organization  of  any  new  companies  with  large  capi- 
talization, there  is  not  so  much  to  arouse  the  imagination  of  the  people  and  to  make 
them  feel  that  the  capitalists  are  in  any  sense  taking  control  of  the  State.  Moreover, 
it  has  been  true  apparently  that,  although  there  have  been  agreements  upon  prices, 
the  prices  have  not  generally  been  placed  so  much  higher  as  to  arouse  great  hostility. 
Again,  as  will  be  seen  later,  the  German  courts  have  been  inclined  to  consider  the 
agreements  on  the  whole  as  not  contrary  to  good  morals  nor  invalid,  but  in  many 
cases,  at  any  rate,  as  justified  by  economic  conditions  and  enforceable.  Until  com- 
paratively lately,  then,  the  combinations  have  not  aroused  much  public  hostility. 
Within  the  last  two  or  three  years,  however,  owing  possibly  in  part  to  the  combinations, 
but  also  doubtless  in  good  part  to  the  flourishing  condition  of  most  industries  and  the 
consequent  strong  demand,  there  has  been  in  many  lines  of  business  a  marked  increase 
in  price,  which  has  aroused  public  opposition.  It  is  probable  that  this  has  been 
noticed  to  a  considerable  extent  in  other  industries,  but  the  one  which,  on  the  whole, 
seems  to  have  aroused  the  greatest  hostility  is  that  of  coal  production.  The  details 
of  the  organization  of  the  coal  syndicate  will  be  given  later.  Suffice  it  to  say  here 
that  in  the  western  part  of  Germany  the  Westphalian  Coal  Syndicate  has  substan- 
tially complete  control  of  all  of  the  coal  production.  Within  the  last  two  years  there 
has  been  a  marked  increase  in  the  price  of  coal.  Besides  that,  the  syndicate  has 
in  many  cases  refused  to  furnish  coal  to  the  extent  that  has  been  demanded  and 
this  act  has  naturally  enough  aroused  hostility  to  a  considerable  degree.  Two  or 
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three  of  the  chambers  of  commerce  have  taken  the  initiative  in  calling  meetings  to 
make  inquiries  into  the  price  of  coal  and  into  the  refusal  of  the  coal  combination 
to  furnish  to  all  customers  in  accordance  with  their  demands.  The  consumers  and 
manufacturers  naturally  have  accused  the  syndicate  of  monopoly  and  of  an  effort 
to  extort  monopoly  prices.  The  syndicate,  on  the  other  hand,  has  defended 
itself  by  claiming  tnat  it  was  working  its  mines  to  their  full  normal  capacity  at  the 
present  time,  that  the  increase  in  price  is  but  the  natural  result  of  the  most  extraor- 
dinary demand,  and  that  as  a  matter  of  fact  they  have  rigidly  held  prices  down 
below  what  they  would  have  been,  had  the  different  mines  been  working  in  compe- 
tition with  one  another,  each  ready  to  supply  orders  in  accordance  with  the  full 
demand.  In  order  to  fill  all  orders,  the  directors  of  the  syndicate  claim  that  it 
would  have  been  necessary  to  open  many  new  mines  with  the  consequent  large 
increase  of  fixed  plant  required  and  the  bringing  into  the  business  of  thousands  of 
workmen  more  than  would  be  needed  in  normal  times.  When  the  present  extraor- 
dinary demand  should  cease,  this  would  result  in  leaving  idle  a  large  amount  of 
machinery,  and  in  the  discharge  of  thousands  of  workmen,  which  would  of  course 
result  in  widespread  dissatisfaction.  On  that  account,  it  is  thought  best  not  to  open 
too  many  new  mines  nor  to  attempt  to  satisfy  a  speculative  demand.  The  syndicate 
shows,  too,  that  it  has  increased  its  output  more  rapidly  in  proportion  than  have  the 
outside  producers.  It  claims  that  many  of  the  manufacturers  in  sending  in  their 
orders  have  not  merely  attempted  to  satisfy  their  manufacturing  needs,  but  that  they 
have  attempted  also  to  speculate  by  laying  in  large  stocks  for  purposes  of  sale  to 
others  or  in  order  to  meet  future  needs,  fearing  a  still  greater  increase  in  the  price. 
It  has  therefore,  it  claims,  supplied  the  really  legitimate  demand  for  manufacturing 
purposes,  although  not  the  speculative  demand,  and  has  held  prices  down  to  what, 
under  the  circumstances,  might  be  considered  very  moderate  rates.  Its  managers 
claim,  also,  that  by  so  doing,  they  have  been  able  to  give  steady  employment  to 
their  laborers  and  that  they  shall  be  able  in  the  future  to  continue  to  do  so,  whereas 
if  they  had  allowed  themselves  to  be  led  onward  by  the  strong  speculative  demand, 
they  would  have  simply  brought  on  a  crisis  which  within  a  comparatively  short 
time  would  of  necessity  have  resulted  in  a  checking  of  production,  a  discharge  of 
thousands  of  workmen,  and,  in  consequence,  great  suffering. 

It  is  perhaps  worth  while,  as  an  indication  of  public  feeling,  to  note  the  attitude 
of  the  Government  regarding  this  special  question.  In  a  sitting  of  the  1st  of  Febru- 
ary, 1900,  of  the  Prussian  House  of  Representatives  the  charge  was  made  that  there 
had  been  a  very  great  increase  in  the  price  of  coal  and  of  founding  coke.  Attention 
was  called  to  the  fact  that  the  average  price  of  coke  in  1898  was  16.25  marks  per  ton, 
whereas  at  the  date  of  the  address  it  was  selling  at  from  21  to  22  marks.  Smelting 
coke  in  1898  sold  at  the  average  price  of  14  marks.  In  February,  1900,  at  17  to  20 
marks.  Likewise  the  various  grades  of  coal  had  increased  in  like  proportion.  The 
claim  was  made  that  although  the  demand  since  1897  and  1898  had  increased  verv 
decidedly,  the  price  had  increased  considerably  more  than  enough  to  correspond". 
This,  it  was  claimed,  hail  naturally  led  to  great  complaints,  so  much  so  that  the 
speaker  felt  justified  in  inquiring  of  the  ministry  whether  this  increase  in  price 
were  not  due  to  the  coal  syndicate,  and  whether  the  ministry  would  not  do  well 
to  give  the  question  full  consideration  and  l>e  ready  to  express  an  opinion  as  to 
the  attitude  which  it  would  take  regarding  the  matter.  Attention  was  also  called  to 
the  fact  that  the  stocks  of  the  various  companies  engaged  in  the  production  of  coal 
had  also  increased  in  value  to  a  marked  degree,  which  would  seem  to  justify  the 
charge  that  the  increase  in  price  was  due  primarily  t<>  the  coal  syndicate. 

The  Minister  of  Trade  and  Commerce,  Brefeld,  replied.  He  called  attention  to  the 
fact  that  although  there  had  been  a  marked  increase  in  price,  the  same  condition  of 
affairs  was  found  in  all  the  other  countries  on  the  Continent,  perhaps  to  an  even 
greater  degree  than  in  Germany.  In  order  to  check  the  increase  in  price,  the  tariff 
on  coal  had  been  removed  in  Russia,  and  the  question  was  considered  likewise  in 
France  whether  it  would  not  t>e  wise  to  remove  the  duty  on  coal.  lie  further  said 
that  the  increase  in  price  in  earlier  years  had  in  many  cases  been  even  greater  than 
during  the  years  1W»7  to  1900.  For  example,  from  1871  to  1875  there  had  been  a 
decided  increase  in  production  of  all  kinds,  which  had  been  followed  by  a  period  of 
depression  no  less  marked.  He  presented  figures  showing  the  cour-e  ol  prices  from 
1894  to  1898.  In  Oberschlesien  in  1870  the  average  price  per  ton  of  coal  was  5.12 
marks:  in  1S71,  5.95;  in  1872,  7.64;  in  1873,  8.26;  in  1S74,  S.03;  in  1875,  6.49— a 
rapid  increase,  with  a  correspondingly  rapid  decrea.-e  thereafter.  In  1894  the  aver- 
age price  was  5.74:  in  1895,  5.75;  m  1896,  5.76;  in  1897,  5. 84;  in  1898,  6.97.  He 
thought  that  these  figures  showed  a  much  more  satisfactory  course  of  prices  than  those 
of  the  earlier  period.  While  the/e  had  been  an  increase,  the  increase  had  been  steady 
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and  was  not  likely  to  be  followed  by  so  rapid  a  decrease.  He  quoted  likewise  the 
figures  in  Westphalia.  In  Dortmund  in  1870  the  price  was  5. 85;  in  1871,  7.16;  in  1872, 
8.56;  in  1873,  10.99;  in  1874,  11;  in  1875,  7.27.  On  the  other  hand,  in  1894  the 
price  was  6.37;  in  1895,  6.36;  in  1896,  6.77;  in  1897,  7.03;  in  1898,  7.31.  Correspond- 
ing figures  in  Saarbriicken  showed  the  same  general  course. 

He  drew  the  conclusion  from  this  that  the  price  development  during  the  later 
years  had  been,  on  the  whole,  a  perfectly  normal  one,  and  declared  that  in  conse- 
quence there  was  really  no  sufficient  ground  for  complaint,  although  he  recognized 
the  fact  that  within  the  last  years  there  had  been  a  considerable  increase  in  the  price 
of  coal  beyond  what  had  been  expected. 

"We  must  recognize,  however,"  he  continued,  "likewise  the  fact  that  at  present 
the  development  of  industry  in  general  has  gone  far  beyond  that  which  was  anticipated, 
and  that  with  the  great  increase  in  manufacturing  it  was,  of  course,  to  be  expected 
that  there  would  be  an  increased  price  in  the  various  means  of  production.  On  the 
one  side,  money  would  increase  in  value,  as  shown  by  the  increased  rate  of  discount; 
on  the  other  hand,  coal  would  be  expected  to  increase  in  price.  There  is,  therefore, 
nothing  unhealthy,  in  my  opinion,  in  this  development.  We  have,  therefore,  not 
yet,  at  any  rate,  any  reason  for  charging  the  coal  syndicate  with  having  brought 
about  an  unhealthy  condition  of  affairs.  I  must  say  rather  on  the  contrary — I  have 
already  on  another  occasion  said  this — that  up  to  the  present  time  no  one  can  justly 
make  complaints  against  the  workings  of  the  syndicate .  It  has,  speaking  generally, 
had  the  result  of  making  the  development  of  prices,  as  well  as  the  development  of 
the  course  of  wages,  more  even,  steady,  and  certain  than  it  was  in  earlier  times, 
and  I  am  firmly  convinced  that  if  the  syndicate  did  not  exist  we  should  have  had 
at  the  present  time  prices  entirely  different  from  those  which  we  have  had,  and  that 
we  still  further  should  have  to  complain  hereafter  of  a  depression  in  prices,  which 
would  be  overcome  by  industry  and  by  consumers  only  with  the  greatest  difficulty. 

"What,  however,  is  still  worse,  with  this  course  of  prices  there  would  go  part  passu 
a  course  of  wages  which  is  much  more  dangerous.  Now  we  have  a  steady,  although 
slow,  increase  in  wages,  an  increase  so  quiet  that  up  to  the  present  time  it  has  been 
possible  to  prevent  such  upheavals  as  on  the  other  side  of  the  border  have  shown 
themselves  in  the  most  dangerous  way.  That  is  a  matter,  so  far  as  it  concerns  peace 
among  the  workmen,  of  quite  extraordinary  significance.  On  that  account,  there- 
fore, I  should  like  also  to  believe  that  the  syndicates,  which  indeed  are  lately  some- 
what strongly  inclined  toward  further  increase  in  the  prices  of  their  product,  would 
above  all  be  cautious.  Exactly  at  the  present  time  is  an  increase  in  the  price  of  coal 
most  unusually  dangerous,  and  I,  for  my  part,  should  like  to  give  expression  to  the 
wish  that  the  syndicates  should  in  this  condition  of  affairs  be  extremely  cautious. 

' '  So  far  now  as  concerns  the  question  whether  it  is  necessary  for  the  State  to  under- 
take any  more  careful  supervision  of  the  syndicates  in  any  way,  I  have  already  on  an 
earlier  occasion  declared  in  the  Reichstag  that  doubtless,  although  the  activity  of  the 
syndicates  up  to  the  present  time  has  been  a  beneficial  one,  it  was  not  impossible  that 
there  should  grow  out  of  this  for  the  future  very  great  dangers,  and  I  have  on  that 
account  considered  it,  so  far  as  I  was  concerned,  the  task  of  the  State  to  give  careful 
attention  to  the  development  of  the  syndicates.  I  can,  however,  also  assure  you, 
gentlemen,  that  that  has  as  a  matter  of  fact  been  done.  On  my  initiative  there  have 
already  come  together  the  interested  parties  among  the  officials  in  order  to  consider 
in  council  in  what  way  a  better,  more  secure,  and  more  trustworthy  basis  can  be 
created  for  supervision  of  the  people  over  the  organization  of  syndicates;  that  is.  to 
find  out  exactly  what  syndicates  have  been  created,  for  what  purpose,  in  what  local- 
ities, how  their  business  is  carried  on,  in  order  that  we  may  have  in  fact  complete 
information  so  as  to  be  able  to  judge  at  any  time  whether  and  how  far  it  may  be 
necessary  in  the  future  to  meet  this  development  with  restrictions  of  different  kinds 
which  may  seem  desirable.  You  see  therefore,  gentlemen,  that  the  Government  has 
not  failed  in  exercising  proper  care  and  caution." 

This  address  of  the  minister  seems  to  show  clearly  that,  although  the  question  is 
one  that  has  been  raised  in  Prussia,  and  one  that  apparently  is  to  be  considered  in 
the  future  with  somewhat  more  care,  up  to  the  present  time  the  Prussian  Govern- 
ment is  inclined  to  favor  the  combination. 

The  question  came  up  again  in  somewhat  different  form  in  the  latter  part  of  January, 
1901.  In  Silesia,  in  East  Germany,  the  coal  production  has  been  pretty  largely  in 
the  hands  of  two  or  three  producers,  but  in  that  section  of  the  country  the  Govern- 
ment has  certain  coal  mines  which  also  furnish  coal  for  the  public.  Complaints  were 
made  that  in  the  East  likewise  the  price  of  coal  had  been  unduly  high,  and  that  there 
had  been  a  restriction  in  the  production,  and  the  Government  was  charged  with  the 
misuse  of  its  power  in  delivering  coal  produced  in  the  State  mines.  In  reply,  the 
Minister  of  Commerce  again  defended  the  action  of  the  State,  showing  how  the  coal 
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had  been  divided  among  the  different  classes  of  consumers  in  different  years,  and 
claiming  that  the  best  possible  distribution  of  the  product  had  been  made.  He  was 
still  of  the  opinion  that  it  would  be  well  for  a  syndicate  to  be  made  in  East  Prussia 
in  which  the  State  itself  should  take  part  as  one  of  the  members,  or  if  that  at  first 
were  not  practicable,  that  at  any  rate  there  be  a  common  selling  place,  so  that  the 
entire  product  could  be  distributed  to  the  best  advantage  in  the  interests  of  the 
public. 

It  appeared  from  the  debate  that  there  had  been  much  feeling  aroused  in  some 
places  against  syndicates,  but  also  in  part  against  the  wholesale  dealers  in  coal,  some 
of  the  speakers  ascribing  to  them  the  evils  that  seem  to  have  arisen.  The  inquiries 
that  had  been  made  led  to  the  organization  of  a  commission  of  28  members,  whose 
business  it  should  be  to  look  carefully  into  the  situation  and  see  if  any  further 
measures  could  be  taken  to  improve  the  situation.  It  developed  also  in  the  debate 
that  in  the  opinion  of  some  of  the  speakers  the  situation  in  the  Westphalian  district 
had  decidedly  improved  during  the  year. 

On  the  whole,  these  later  discussions  in  the  House  of  Representatives  of  Prussia 
seemed  to  show  what  was  indicated  earlier,  that,  although  the  public  had  in  many 
individual  cases  been  inclined  to  question  the  wisdom  of  the  organization  of  combi- 
nations and  to  fear  that  prices  would  be  raised  by  them  unduly,  many  others,  and 
especiallv,  perhaps,  the  Government,  were  rather  of  the  opinion  that  the  resiilts  had 
on  the  whole  been  favorable  to  the  public.  The  Government,  however,  stood  ready 
to  make  careful  investigations  and  to  protect  as  best  it  could  the  interests  of  the  public 
against  abuses  that  might  come  from  the  very  great  power  of  the  combinations. 

REASONS  FOR  COMBINATION. 

The  reasons  given  for  the  organization  of  combinations  in  Germany  r  re  substan- 
tially the  same  as  those  that  have  appeared  elsewhere.  Particularly  is  emphasis  laid 
upon  the  unreasonable  competition  which  leads  to  the  ruin  of  legitimate  industry. 

Unfavorable  industrial  conditions,  particularly  those  which  existed  at  the  time  of 
the  crisis  of  1873-74,  gave  the  first  noteworthy  impulse  toward  the  organization  of 
the  combinations,  but  closely  connected  with  that  was,  of  course,  the  increase  in  the 
risk;?  of  capital  that  came  with  the  newer  methods  of  production  and  the  large 
increase  in  the  amount  of  fixed  capital  employed. 

It  was  recognized  also  that  the  combinations  would  be  able  to  make  better  use  of 
favorable  circumstances  of  whatever  kind,  either  protective  tariffs  or  an  increased 
demand,  or  a  surplus  of  labor  or  other  factors.1 

The  savings  from  combination  here,  as  in  Austria,  are  not  so  much  emphasized 
as  in  the  United  States  or  in  England.  The  reason  for  this  is  doubtless  found  in 
good  part  in  the  form  of  the  combination  itself,  which  has  ordinarily  been  such 
that  the  individual  members  mostly  remain  in  the  business,  so  that  certain  savings 
found  in  the  United  States  do  not  appear  or  appear  only  rarely  in  the  German 
combination.  Others,  especially  those  connected  with  the  sale  of  the  product,  of 
course  are  made  and  thus  are  frequently  cited  as  reasons  for  the  organization  of  the 
combination.  The  sitiiation,  however,  is  so  like  that  already  explained  in  connec- 
tion with  Austria  that  further  attention  need  not  be  given  to  it. 

FORMS  OF  THE  COMBINATH>N>. 

1. — It  has  already  been  intimated  that  in  Germany  there  are  many  merely  local 
organizations;  for  example,  among  breweries  in  different  cities,  and  in  other  lines  of 

business  which  are  largely  local  in  their  sales. 

Speaking  generally,  however,  the  combinations  in  Germany  are  of  more  than 
merely  local  "xtent.  '  In  cases  where  the  industry  falls  into  different  local  groups, 
as,  for  example,  in  the  mininir  <>f  coal  or  in  the  manufacture  of  iron  in  different  locali- 
ties, they  often  embrace  simply  those  situated  somewhat  near  together,  even  though 
their  market  may  include  the  entire  country  or  even  extend  beyond  its  borders. 
For  example,  the  Westphalian  Coal  Syndicate  does  not  include  any  of  the  coal 
mines  in  Silesia,  although  the  range  of  its  influence  is  international.  Very  many 

'Liefmann,  who  has  made  a  very  satisfactory  suuly  of  conditions  in  Germany,  thinks  that  the  com- 
binations amoni:  the  capitalists,  MS  they  are  'managed  in  Germany,  can  tie  <lctinc<l  as  a  means  of 


securing  for  their  in 
the  advantagi-  of  n 
tion  of  which  is  ind 
|>rices:  second,  the  i 
monopoly  for  each  i 


mliers.  under  present  conditions  of  free  competition  and  in  spile  of  Competition, 
inopolists.  They  serve-  thus,  according  to  his  view,  three  purposes,  the  reaii/n- 
ipensable  in  gecuring  the  greatest  possible  protit.  First,  the  attainment  of  high 
•ndering  possible  a  rational  regulation  of  supply:  and  third,  the  procuring  of  a 
idividual  capitalist,  or.  at  lea-t.  for  each  group  of  capitalists.  Upon  these  aims 


depend  to  a  considerable  extent  the  form  of  organization. 
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of  the  combinations,  however,  are  national  in  extent  and  include  a  very  large  per- 
centage of  all  of  the  producers  in  Germany  in  the  special  line  of  industry  under  con- 
sideration. For  example,  the  new  sugar  combination  includes  over  97  per  cent  of  all 
of  the  sugar  refiners  and  producers  in  Germany.  The  new  spirits  combination  has 
a  similar  percentage  of  the  producers  of  spirits  in  Germany.  Even  some  of  the 
smaller  ones,  such  as  the  ultramarine  combination  and  the  paint-brush  combina- 
tion, although  the  industries  themselves  are  small,  include  a  very  large  percent- 
age of  the  entire  German  industry,  and  in  both  those  cases  produce  a  very  large 
percentage  of  the  entire  world  output. 

2. — As  has  been  pointed  out  before,  the  form  of  combination  that  is  most  usual  in 
Germany  is  some  kind  of  an  agreement  regarding  extent  of  output  or  regarding 
prices,  or  both,  in  many  cases  including  a  special  selling  bureau.  In  a  comparatively 
few  instances  the  organizations  have  come  together  into  a  single  corporation,  which 
has  bought  the  plants  of  all  the  different  members,  and  which  are  in  consequence 
organized  quite  after  the  method  so  frequently  followed  in  the  United  States. 
Reasons  why  this  form  of  combination  has  not  become  more  common  and  the  effect 
of  the  working  of  such  combinations  in  individual  instances  will  be  given  hereafter. 

Inasmuch  as  the  forms  of  agreement  concerning  output  and  prices  are  almost  as 
numerous  as  the  combinations  themselves,  depending  in  each  individual  instance 
upon  the  circumstances  of  the  business,  it  will  perhaps  be  best  to  give  in  some  detail 
the  plans  followed  by  several  typical  leading  combinations  in  order  that  the 
efficiency  of  various  forms  can  be  most  readily  seen. 

The  potash  combination.^ — One  of  the  most  interesting  combinations  in  Germany, 
particularly  on  account  of  the  fact  that  some  of  the  German  States  are  themselves 
active  members  of  the  combination,  is  the  so-called  potash  combination  (Kali- 
kartell)  . 

The  present  potash  industry  has  been  the  result  of  chemical  discoveries  made  in 
1861,  potash  being  now  derived  chiefly  from  mines,  whereas  formerly  it  came  mostly 
from  vegetable  sources.  Its  uses  are  perhaps  primarily  in  agriculture  as  a  fertilizer, 
and  secondly,  in  manufactures  of  different  kinds. 

All  of  the  mines  which  produce  the  mineral  potash  were  until  1875  owned  by 
Prussia  and  Anhalt,  the  factories  which  worked  up  the  raw  material  being  held  at 
first  in  private  hands.  Competition  among  these  private  manufacturers  led  them  to 
form  a  temporary  agreement  on  prices  in  1876,  but  it  was  later  disregarded.  In  1875 
new  mines  were  opened  by  private  companies.  The  States  shortly  afterwards,  in 
1879,  formed  a  combination  which  lasted  until  1883,  and  was  then  extended  until 
1888.  Before  the  end  of  the  second  period  Prussia  erected  factories  of  her  own  to 
work  up  the  product  of  her  mines,  in  order  that  she  might  be  in  a  better  position  at 
the  time  of  the  making  of  new  agreements.  In  the  earlier  combinations  a  commis- 
sion composed  of  representatives  of  different  members  of  the  combination  fixed  the 
extent  of  production,  determined  the  prices,  etc.  From  1883  to  1888  it  had  the  right 
of  veto  over  any  increase  in  the  price  of  the  product. 

It  will  be  noted,  of  course,  that  the  State  as  a  member  of  such  combination  may 
have  interests  quite  different  from  those  of  any  private  producer,  inasmuch  as  the 
first  interest  of  the  State  would  not  necessarily  be  dividends,  but  rather  the  welfare 
of  the  community.  In  the  case  of  Prussia,  it  might  well  be  thought  that  a  low  price 
of  potash  for  use  among  the  farmers  would  be  much  more  desirable  than  any  reve- 
nue which  might  come  from  increase  in  price,  and  it  was  doubtless  on  this  account 
that  Prussia  insisted  upon  having  through  her  Government  a  veto  upon  any  proposed 
change  in  price.  The  members  of  the  combination  formed  in  1888  to  run  until  1898, 
since  extended  under  substantially  the  same  conditions,  are  the  10  owners  of  mines. 
The  independent  factory  owners  in  business  at  the  time  of  the  organization  bound 
themselves  to  observe  rules  which  the  mine  owners  laid  down  for  their  own  factories. 
The  mine  owners  in  consideration  of  this  fact  pledged  themselves  not  to  sell  their 
ore  to  other  factories  outside  the  combination,  thus  protecting  the  independent  estab- 
lishments from  new  competition.  They  agreed  likewise  to  deliver  certain  quantities 
of  the  mineral  ore  to  the  private  factory  owners,  the  amount  being  agreed  upon 
beforehand. 

The  amount  of  ore  to  be  produced  from  each  of  the  different  mines  was  fixed  in  the 
contracts  on  which  the  combination  was  based.  Of  one  of  the  two  principal  potash- 
bearing  ores,  Carnallit-Salzen,  the  State  mines  produced  together  29  per  cent  of  the 
total  amount.  Of  the  other  ore  they  produced  2,600  centner  out  of  a  total  of  7,200 

1  Das  Deutsche  Kali-kartell  in  Seiner  Entwicklung  und  Gegemvartigen  Gestalt,  von  G.  Engelcke, 
Bergassessor.  Sehriften  des  Vereins  fur  Sooial-Politik,  Leipzig,  vol.  60.  1894.  Die  Kaliindustrie  in 
Ihrer  Bedeutung  und  Entwicklung  von  H.  Paxmann,  Bergmeister,  Stassfurt  1899.  Die  Kalisalz- 
Industrie  in  Preussen  vonEm.  Przibilla,  Bergingenieur,  Kiilu  1895. 
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centner.  Any  changes  in  the  total  amount  of  the  ore  to  be  delivered  to  the  factories 
requires  a  two-thirds  vote  of  the  members  of  the  executive  committee  representing 
the  different  owners,  including  the  vote  of  the  chairman. 

The  representative  of  the  Prussian  mines  has  the  right  at  any  time  to  demand  an 
increase  of  production,  provided  that  the  Prussian  Minister  for  Commerce  and  Industry, 
after  hearing  the  executive  committee  of  the  combination,  declares  such  increase 
desirable.  This  reservation  of  power  to  the  Minister  of  Commerce  and  Industry,  of 
course  is  made  for  the  protection  of  consumers.  Likewise  the  fixing  of  the  p'rice 
of  the  product  normally  entrusted  to  the  executive  committee  of  the  combination  la 
also  subject  to  a  reservation  in  favor  of  the  Prussian  minister.  After  hearing  the 
opinion  of  the  committee  he  may  even  fix  exceptional  prices  for  German  agricul- 
turists in  order  to  secure  the  widest  possible  use  of  potash  at  home,  or  because  of  any 
exceptional  conditions  that  affect  domestic  agriculture.  In  fact  such  special  conces- 
sions have  been  made  on  more  than  one  occasion  to  German  farmers,  even  at  the 
cost  of  a  considerable  reduction  of  the  profits  of  the  syndicate.  The  Prussian 
mines  and  factories  have  the  right  of  leaving  the  combination  at  the  end  of  any 
calendar  year,  so  that  Prussia  could  at  any  time  break  the  monopoly  in  case  she 
thought  it  desirable.  The  private  members  of  the  combination  nave  to  provide 
bonds  in  the  form  of  Prussian  securities  to  guarantee  the  faithful  performance  of  their 
contract.  The  quality  of  the  product,  the  method  of  preparing  it  for  the  market,  the 
delivery  of  the  goods,  etc.,  are  under  careful  regulation.  A  special  laboratory  has 
been  established  to  make  regular  examinations  in  order  to  see  that  the  rules  are 
observed,  and  severe  penalties  are  inflicted  in  case  of  violation. 

At  the  present  time  the  administrative  powers  of  the  organization  are  vested  in 
the  general  executive  committee,  composed  of  representatives  of  all  the  mines  and 
works.  Each  party  has  one  vote  in  deciding  questions  of  general  interest.  In  case 
of  matters  affecting  only  part  of  the  members  only  those  concerned  have  a  vote. 
There  is  also  a  special  selling  agency,  composed  of  two  or  three  members,  who  have 
charge  of  sales  and  of  the  advertising  which  is  undertaken  to  increase  the  use  of 
potash.  All  contracts  are  made  through  this  mercantile  agency,  but  the  filling  of 
the  contracts  is  intrusted  to  the  separate  producers  who  are  paid  directly  by  the 
rust i  uners.  The  different  factories  keep  an  account  of  the  sums  received,  and  from 
time  to  time  an  adjustment  of  receipts  is  made  in  accordance  with  the  contracts  on 
on  which  the  syndicate  is  based. 

It  will  be  noted  that  the  State  has  exerted  its  influence  regularly  in  favor  of  Ger- 
man citizens — agriculturists  and  chemical  manufacturers.  As  has  been  intimated, 
special  prices  have  been  made  to  the  German  farmers  and  it  has  regularly  been  the 
case  that  export  prices  have  been  considerably  higher  than  domestic  prices,  contrary 
to  the  custom  of  most  manufacturing  combinations  that  have  attempted  to  extend 
their  trade  abroad.  It  is  the  opinion  of  the  writers  on  the  subject  that,  had  it  not 
been  for  the  influence  of  the  syndicate,  and  at  times  for  the  influence  of  the  Prussian 
Government  itself  in  the  syndicate,  the  potash  mineral  resources  of  Germany  would 
have  been  exhausted  much  more  rapidly;  that  prices,  owing  to  competition,  would 
have  fallen  to  an  unrenmnerative  point,  and  that  a  far  too  great  proportion  of  the 
product  WMiild  have  •.'one  to  foreign  countries  that  would  thu*  have  received  the 
benefit  of  the  fertilizer  at  the  expense  of  the  <  German  fanner. 

It  is  thought  also  that  the  educational  work  of  advertising  done  by  the  syndicate 
has  been  of  great  advantage  to  German  agriculture.  Much  of  this  especially  advan- 
tageous won  is  due  to  the  Prussian  Government,  whose  aim  has  been  the  adva: 
ment  of  German  agriculture  rather  than  hiirh  profits  for  the  syndicate.  A  somewhat 
similar  case  has  already  been  noted  in  connection  with  certain  agreements  regarding 
coal  in  Kast  I'rus.-ia.  aiid  it  will  be  noted  that  in  still  other  lines  of  industry,  e.  g.,  in 
spirits,  the  Prus.-ian  (iovernment  has  at  times  granted  favors  to  the  combinations  for 
the  sake  of  the  development  of  >«>me  »  lerman  industry:  in  no  case  for  the  sake  of  the 
profits  of  the  combination  itself. 

It  should  be  noted  that  the  syndicate  has  also  established  a  protective  Ixmng  asso- 
ciation, which  attempts  to  make  discoveries  ami  op,-n  mines  more  quickly  than  pri- 
vate capitalists  are  likely  t<>  do  in  those  parts  of  the  country  where  the  right  of 
development  In-long:-  to  the  first  tinder.  In  IS!*:;  the  >yndicate  found  it  necessity  to 
carry  on  a  competitive  war  a;_rain>t  a  private  enterprise  in  order  to  force  it  finally  into 
the  syndicate.  It  succeeded  in  doing  so  at  length  at  considerable  co-t.  Accord- 
ing to  Mr.  Knirelcke.  at  the  time  of  this  report,  the  Prussian  <  Jovernment  had  under 
consideration  a  bill  to  give  to  the  State  the  exclusive  right  of  prospecting  for  and  of 
producing  potassic  ami  magnesic  salts,  the  intention  l>eing  not  to  expropriate  the 
present  private  producers,  but  to  prevent  others  from  comim:  Into  competition  and 
to  preserve  the  situation  as  it  was  then. 
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Inasmuch  as  this  combination  is  so  entirely  exceptional,  in  the  fact  that  the  Gov- 
ernment exerts  so  complete  control  in  many  particulars,  it  may  perhaps  be  advisable 
here  to  note  briefly  the  question  of  its  prices  and  output  in  distinction  from  the  special 
discussion  of  the  effects  on  prices  of  ordinary  syndicates. 

There  has  been  a  steady  increase  in  the  output  of  potash  for  a  good  many  years, 
both  before  and  since  the  organization  of  the  syndicate.  From  1888  the  produc- 
tion seems,  on  the  whole,  to  have  been  restricted  in  its  rapidity  of  development. 
From  1888  to  1892  there  was  practically  no  increase.  From  1893  to  1895  there  was 
quite  a  material  increase,  and  since  that  date  the  amount  seems  also  to  have  been 
larger.  The  average  price  of  Carnallit  remained  the  same  from  1892  to  1897,  the 
latest  figures  obtainable,  although  this  price  was  10  pfennig  higher  than  that  which 
had  been  obtained  for  the  four  years  preceding.  On  the  other  hand  the  latest  price, 
90  pfennig  per  100  kilograms,  is  considerably  lower  than  that  which  obtained  from 
1884  to  1887, 1.12  marks,  or  from  1879  to  1883^  1  mark.  From  1866  to  1871  and  again 
from  1874  to  1878,  there  was  a  low  price  of  80  pfennig.  A  somewhat  similar  devel- 
opment of  prices  is  found  in  the  other  kinds  of  products. 

The  salt  combination*.1 — The  output  of  salt  in  Germany  seems  to  be  rather  strictly 
limited  by  the  output  of  the  salt  springs  and  the  additional  capital  that  would  be 
needed  to  provide  fuel  and  evaporating  pans  at  remunerative  rates  for  any  material 
increase  in  the  production  that  might  be  desired.  Inasmuch  as  the  amount  of  salt 
required  for  food  purposes  and  for  the  feeding  of  cattle  varies  only  slightly  from  vear 
to  year,  it  is  comparatively  easy  to  make  a  combination  of  the  German  type  with  an 
agreement  regarding  the  output  of  each  separate  establishment.  In  almost  all  of  the 
European  countries  high  taxes  are  imposed  upon  salt,  so  that  here  again  another 
influence  toward  determining  regularity  of  production  enters  in  and  thus  favors 
combination. 

Before  1868  salt  was  a  Government  monopoly  in  nearly  all  German  States.  The 
tariff  union  of  that  year,  however,  established  free  trade  in  salt  throughout  Ger- 
many. In  consequence  of  this  fact  vigorous  competition  among  the  salt  producers 
increased  production  enormously  and  lowered  prices  to  a  corresponding  degree. 
Almost  immediately  from  this  competition  local  combinations  were  formecl  amo'ng 
producers.  These  often  divided  the  territory  and  gradually  came  to  control  the  out- 
put over  a  considerable  part  of  the  country.  The  combinations  were  not  firm,  how- 
ever, and  did  not  last.  Quite  a  general  combination  in  1872  and  another  one  in 
1874,  both  of  which  attempted  to  regulate  prices  and  the  conditions  of  sale  without 
fixing  the  amount  of  production,  soon  fell  to  pieces.  For  some  years  thereafter 
there  was  a  general  union  of  German  producers  which  devoted  itself  to  the  promo- 
tion of  the  interests  of  the  industry  through  the  collection  of  statistics,  suggestions 
for  improvements  in  methods  of  production,  discussion  of  grievances  of  various 
kinds,  etc.  This  union  brought  about  an  acquaintance  among  the  producers  which 
finally  led  to  some  of  the  later  combinations.  At  length,  after  various  attempts  at  a 
more  complete  organization,  in  1887  the  three  large  combinations  were  formed  out  of 
which  have  grown  the  North  German  and  the  South  German  combinations  which  have 
divided  practically  all  Germany  between  them,  excepting  a  comparatively  small 
part  lying  nearest  England,  wrhere  all  producers  have  competed  freely  with  the  English. 
In  both  these  combinations  territory  is  divided  among  various  subgroups,  and  the 
productive  capacity  of  each  plant  in  each  group  is  fixed  according  to  an  agreement 
based  upon  its  output  prior  to  the  organization.  Whenever  any  producer  exceeds 
his  assigned  share  a  distribution  of  profits  occurs.  In  one  of  the  subgroups  was 
established  a  central  bureau  to  control  all  sales,  in  this  way  not  merely  protecting 
the  rights  of  the  different  producers,  but  also  as  has  been  the  case  in  the  United 
States,  reducing  aggregate  freight  charges  by  sending  orders  to  the  nearest  plants. 
In  other  groups  each  plant  is  confined  as  far  as  possible  to  the  circle  of  consumers 
nearest  it  which  it  had  naturally  secured  prior  to  the  formation  of  the  trust.  Any 
member  of  either  of  these  great  combinations  may  leave  it  at  will,  but  the  members 
are  themselves  largely  groups  of  plants  that  had  come  together  before  its  organiza- 
tion, and  there  seems  little  desire  to  break  away.  The  combination,  loose  as  it  is  in 
form,  seems  to  have  had  for  one  of  its  principal  purposes  and  effects  the  control  of 
the  wholesale  dealers.  During  the  period  of  competition  among  the  producers  these 
dealers  had  kept  the  retail  prices  up  and  had  themselves  secured  the  chief  benefits 
corning  from  price  cutting.  Since  the  combination  this  has  been  largely  done  away 
with.  The  salt  combination,  inasmuch  as  it  is  for  the  interest  of  the  producers  to 
extend  the  sale  of  salt  as  widely  as  possible  and  thus  to  keep  the  retail  price  as  low 

!Die  Kartell  der  Deutsche  Saliner,  von  Dr.  Adolf  Wurst.  Schriften  des  Vereins  fur  Social-politik, 
Leipsic,  vol.  60,  1894. 
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as  is  consistent  with  fair  profits  to  themselves  instead  of  permitting  the  middlemen 
to  absorb  the  profits,  has  forced  the  latter  in  more  than  one  instance  to  put  their 
prices  down  to  a  point  determined  by  the  combination  itself/ 

The  mgar  combination. — Attention  was  called  in  the  account  given  of  industrial 
combinations  in  Austria  to  the  combination  made  there  between  the  sugar  refiners 
and  the  producers  of  raw  sugar  and  to  the  apparently  beneficial  effects  upon  the 
industry  which  this  combination  had  had.  Doubtless  the  prices  had  been  materially 
increased  at  the  expense  of  the  consumers  in  Austria,  while  foreign  consumers  had 
profited  thereby. 

In  Germany,  in  spite  of  the  efforts  made  by  the  Government  to  develop  the  sugar 
industry,  it  had  not  been  flourishing,  and  for  a  long  time  efforts  had  been  made  to 
bring  about  an  organization  which  would  put  that  industry  also  into  a  favorable  con- 
dition. At  length,  in  the  latter  part  of  1900,  the  combination  was  completed,  which 
so  far,  at  any  rate,  seems  to  have  been  satisfactory  to  both  producers  and  refiners. 
This  combination  is  formed  to  a  considerable  extent  after  the  model  of  the  Austrian, 
but  it  will  perhaps  be  worth  while  to  go  somewhat  into  detail  regarding  its  method 
of  organization,  inasmuch  as  the  type  is  quite  exceptional  and  the  industry  is  one  of 
so  great  importance.1 

The  combination  is  a  union  of  the  sugar  producers  who  manufacture  raw  sugar 
direct  from  the  beets  on  the  one  hand,  with  the  refiners  on  the  other.  The  white- 
sugar  factories,  which  themselves  produce  direct  from  the  beets  white  sugar  that  is 
capable  of  being  marketed,  have  a  double  part  to  play  inasmuch  as  they  belong  in 
part  to  the  first  group  as  being  producers  from  the  beets,  and  also  count  in  the  second 
group  inasmuch  as  they  place  their  wares  directly  upon  the  market. 

IJy  the  sugar  syndicate,  that  is,  the  refiners,  there  is  guaranteed  to  the  producers 
of  raw  sugar  a  certain  minimum  price  whenever  that  market  price  falls  below  a 
determined  level.  This  so-called  inland  normal  price  has  been  fixed  at  12.75  marks 
per  centner  corresponding  to  the  Austrian  normal  price  of  15  florins  per  100  kilo- 
grams. The  combination,  therefore,  limits  itself  to  an  influence  upon  the  inland 
E'ice  and  has  nothing  whatever  directly  to  do  with  the  world  market  price.  This 
tter  price,  however,  which  determines  the  amount  that  may  be  contributed  to 
the  raw-sugar  producers  by  the  refiners,  is  the  average  monthly  price  on  the  Magde- 
burg market.  Every  mouth  the  refiners,  the  white-sugar  manufacturers,  and  the 
producers  from  molasses  pay  over  to  the  syndicate  of  German  sugar  refiners  (Syn- 
dicat  Deutscher  Zuckerraffinerien)  the  difference  between  the  inland  normal  price 
and  the  world  market  price,  plus  10  per  cent.  The  entire  sum  thus  collected  forms 
the  so-called  combination  advantage  (Kartellnutzen).  This  is  then  paid  to  the 
German  sugar  syndicate  (Deutscher  Zucker-Syndicat) ,  made  up  of  the  manufac- 
turers of  raw  sugar,  and  by  this  syndicate  is  distributed  among  the  producers  of  raw 
sugar  in  proportion  to  the  amount  of  production  allowed  them  by  the  tax  authorities. 
(It  should  be  recalled  that  the  Government  controls  absolutely  the  output  of  sugar 
in  Germany. ) 

For  example,  if  within  any  month  the  average  price  for  raw  sugar  in  the  Magde- 
burg market  should  be  10.60  marks,  the  refiners  and  the  other  factories  that  produced 
white  sugar  would  have  to  pay  for  every  centner  of  raw  sugar  delivered  for  inland 
use  the  difference  between  the  inland  normal  price,  as  given  above,  of  12.75  marks 
and  10.60  marks,  that  is,  2.15  marks,  plus  10  per  cent;  therefore,  on  the  whole,  2.36J 
marks.  If  this  average  price  for  the  month  should  be  assumed  as  the  average  price 
for  the  year,  the  total  amount  of  the  combination  advantage,  on  the  further  assump- 
tion of  13,500,000  centner  of  refined  sugar  entering  into  inland  consumption,  would 
amount  to  31,927,500  marks,  and  if  we  further  assume  that  the  total  production  for 
the  year  was  37,000,000  centner,  this  would  amount  to  a  compensation  in  round 
numbers  of  85  pfennig  per  centner  to  the  producers.  That  would  correspond  to  an 
average  value  for  the  centner  of  sugar  to  10.60  marks  plus  0.85  mark,  or  11.45 
marks — that  is,  the  average  price  for  the  year. 

In  return  for  this  compensation  paid  them  by  the  refineries,  the  raw-sugar  factories 
agree,  in  the  first  place,  to  produce  themselves  no  refined  sugar  for  inland  consump- 
tion, and,  in  the  second,  to  sell  raw  sugar  and  molasses  only  on  the  production  of  a 
contract  which  contains  the  so-called  combination  clause  and  on  wnich  is  printed 
a  list  of  all  of  the  factories  which  belong  to  the  combination,  both  ra\v-su<_rar  factories 
and  tin  »se  producing  the  refined  sugar.  According  to  the  combination  agreement  the 
sugar  b«  >u<rht  must  either  be  sent  directly  abroad  or  must  be  sold  to  one  of  the  factories 

'This  account  is  taken  largely  from  the  Zeitschrift  fur  Spiritns  Industrie.  AULMM  ].">.  I'.IHI.  whi'-h 
sums  up  in  definite  form  the  main  points  in  connection  with  the  nnranizatinn.    Information  1m- 
been  derived  from  the  officers  of  the  combination  and  from  certain  explanations  given  in  print  by  the 
managers  of  the  syndicate  to  the  different  members. 
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which  belongs  to  the  combination.  In  case  of  a  sale  to  a  third  party  the  possessor 
is,  in  each  case,  obliged  to  put  the  purchaser  on  his  part  under  the  obligations  of  the 
combination.  In  no  case  may  sugar  be  sent  to  any  refinery  not  included  in  the  com- 
bination. Beyond  this  the  trade  in  raw  sugar  remains  entirely  free,  each  factory 
being  at  liberty  to  sell  its  product  at  whatever  price  and  to  whomsoever  it  will,  if  it 
fulfills  the  conditions  named  above. 

The  refineries  again,  on  their  part,  agree  to  buy  only  the  raw  sugar  which  has 
come  from  one  of  the  factories  belonging  to  the  combination. 

In  order  to  make  more  easy  the  transition  to  the  method  of  doing  business  under 
the  combination  it  was  provided  that  during  the  first  year  only  half  and  during  the 
second  only  three-quarters  of  the  compensation  should  be  given  to  the  raw-sugar 
producers. 

A  still  further  limitation  of  the  compensation  to  the  raw-sugar  factories  is  this, 
that  the  compensation  per  centner  of  raw  sugar  can  in  no  case  exceed  3.40  marks. 
If,  therefore,  the  world  market  price  goes  below  9.35  marks,  the  fall  has  no  further 
influence  toward  increasing  the  combination  advantage.  On  the  other  hand,  if  the 
world  market  price  goes  up  to  the  fixed  inland  normal  price,  the  combination  of 
course  has  no  effect  to  increase  that  price  further. 

The  combination  advantage,  therefore,  of  the  sugar  factories  per  centner  increases 
as  the  world  market  price  decreases,  as  the  inland  consumption  increases,  and  as  the 
total  production  falls.  It  might  appear  at  first  thought  as  if  the  raw-sugar  factories 
would  have  no  interest  whatever  in  increasing  the  price  of  their  product,  since  an 
inland  normal  price  is  guaranteed  to  them  through  the  combination  advantage.  This 
opinion,  as  will  readily  be  seen,  would  be  mistaken,  for  the  high  world  market  price 
goes  finally  to  the  advantage  of  the  raw-sugar  factories  also,  inasmuch  as  it  affects 
favorably  their  entire  production,  while  the  combination  advantage  has  to  do  only 
with  that  part  of  their  product  which  remains  at  home.  The  highest  possible  pfice 
of  sale  in  each  separate  instance  comes  also  to  the  advantage  of  the  raw-sugar  pro- 
ducer, since  the  combination  advantage  is  reckoned  according  to  the  average  price  for 
the  month  and  not  according  to  the  price  reached  in  each  special  case. 

Through  the  combination  now  the  refineries,  the  white-sugar  factories,  and  those 
which  produce  sugar  from  molasses  on  their  side  are  in  a  position  to  maintain  a  fixed 
inland  price,  since  competition  practically  disappears.  The  fixed  price  for  home 
consumption  is  made  up  by  the  refiners  from  the  following  factors:  First,  the  inland 
raw-sugar  price,  including  the  combination  advantage;  second,  4  marks  margin  per 
centner  between  the  price  of  raw  sugar  and  refined  sugar;  third,  50  pfennigs  per 
centner  combination  advantage  for  the  refineries,  and,  fourth,  10  marks  consumption 
tax  per  centner.  Setting  aside  the  lesser  percentages  for  the  first  2  years  after  the 
combination  comes  into  full  effect,  the  prices,  therefore,  will  be  determined  as  fol- 
lows: If  we  assume  a  world-market  price  as  before,  averaging  10.60  marks,  we  shall 
reach  the  following  as  the  inland-consumption  price  for  refined  sugars: 

Marks. 

1.  Raw-sugar  price 12.  75 

2.  Margin 4. 00 

3.  Combination  advantage  for  refineries 50 

4.  Consumption  tax 10.  00 

Total 27.25 

This  will  remain  the  price  as  long  as  the  world  market  price  does  not  exceed  12. 75 
marks  nor  fall  below  9.35  marks.  If  it  should  increase  to  beyond  12.75  marks,  the 
effect  of  the  combination  would  stop  and  we  should  have  competition  coming  again 
into  play.  In  like  manner,  if  it  falls  below  9.35  marks,  the  combination  advantage 
would  never  exceed  3.40  marks,  and  the  inland  price  for  refined  would  fall  correspond- 
ingly below  27.25  marks. 

From  the  account  given  of  the  working  of  the  combination,  and  from  the  exam- 
ples of  its  effect  upon  prices,  it  will  be  seen  that  the  intention  is  to  bring  about 
greater  stability  in  the  condition  of  the  sugar  market,  and  if  one  may  judge  from 
the  long  experience  of  Austria,  as  well  as  from  the  experience  so  far  in  Germany, 
this  result  will  be  obtained.  Such  a  result  could  not  be  brought  about  without  an 
agreement  that  should  include  practically  all  of  those  interested  in  German  sugar, 
both  the  refiners  and  the  producers  of  the  raw  sugar.  Although  in  many  cases 
their  interests  may  seem  to  be  opposed  to  each  other,  they  must  be  harmonized  in 
some  such  way  as  this  indicated  before  there  can  be  secured  any  stability  of  price 
for  either  the  inland  or  export  trade. 

It  should  be  noted  that  the  effect  of  this  combination  is  likely  to  be  felt  chiefly  by 
the  home  consumer.  The  producer  of  raw  sugar  is  guaranteed  a  living  profit. 
Owing  to  the  command  that  he  has  of  the  home  market  the  refiner  can  practically 
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secure  for  himself  likewise  a  living  profit  from  the  consumers,  but  there  seems  to  be 
no  way  for  the  consumer  to  avoid  paying  a  high  price  for  sugar,  in  order  to  have  the 
industry  maintained.  At  the  rates  that  have  been  given  there  is,  of  course,  a  possi- 
bility of  competition  arising  outside  of  those  belonging  to  the  combination,  but  with 
so  great  a  percentage  as  is  now  included  in  the  combination  working  together,  and 
with  the  certainty  that  any  attempt  to  start  new  refineries  or  new  sugar  factories 
outside  would  be  met  at  once  by  positive  competition  of  the  most  vigorous  kind  on 
the  part  of  the  combination,  there  seems  little  likelihood  of  the  combination  being 
broken. 

The  spirits  combination. — Like  the  sugar  combination  in  that  it  brings  together  all 
classes  of  producers,  but  different  in  organization,  is  the  spirits  combination.  The 
Union  of  German  Distillers  is  a  combination  of  enterpreneurs,  with  the  object  of  pro- 
moting the  interests  of  its  members  through  joint  disposal  of  the  product;  in  other 
words,  it  is  a  combination  of  enterpreneurs  with  a  joint  selling  agency.  The  pecul- 
iarities of  this  combination  lie  in  the  relations  existing  between  the  Union  of  German 
Distillers  (Verwertungs-Verband  Deutscher  Spiritus-Fabrikanten)  and  its  selling 
agency  (Centrale  fur  Spiritus-Verwertung,  Gesellschaft  mit  beschrankter  Haftung), 
and  are  defined  in  the  contract  concluded  by  the  two  parties  concerned.  The  details 
of  these  relations  are  given  in  the  translations  in  Appendix  II.  They  can  be  briefly 
formulated  as  follows: 

The  selling  agency  is  a  separate  society  with  limited  liability,  the  stockholders  of 
which  may  or  may  not  be  at  the  same  tune  members  of  the  Union  of  Distillers.  A 
joint  board  of  directors,  consisting  of  several  members  elected  by  the  board  of 
directors  of  the  Union  of  Distillers  and  of  the  same  number  of  directors  of  the  society, 
supervises  and  regulates  the  price  which  each  individual  spirits  producer  receives  for 
the  alcohol  he  furnishes,  the  share  which  the  selling  agency  has  in  the  sale  price,  etc. 
Each  spirits  producer  belonging  to  the  Union  of  German  Distillers  is  bound  to  deliver 
his  whole  output  to  this  selling  agency,  which  sells  the  product  and  pays  the  pro- 
ducer. In  the  case  of  violation  of  this  agreement  the  producer  pays  a  fine  of  about 
$5  (20  marks)  to  the  selling  agency  for  each  hectoliter  of  pure  alcohol  withheld  from 
it.  except  for  his  own  use  or  local  demand.  The  producer  must  deliver  the  product 
to  places  agreed  upon,  the  freight  being  charged  against  him;  the  product  is  shipped 
either  in  barrels  or  cars  specially  constructed  for  the  transportation  of  alcohol;  in 
the  latter  case  the  producer  pays  only  the  net  freight.  The  price  which  the  distiller 
receives  for  his  product  is  the  annual  average  price  at  which  the  agency  sells  the 
product.  Immediately  after  the  first  delivery  the  producer  receives  a  payment  on 
account,  the  magnitude  of  which  is  fixed  by  the  joint  board  of  directors,  basing 
their  decision  upon  the  prospective  crop  of  potatoes  and  the  interior  and  exterior 
demand  for  alcohol.  At  the  end  of  the  year,  when  the  actual  average  net  proceeds 
are  found  out,  this  payment,  in  proportion  to  the  number  of  liters  delivered,  may  be 
increased  or  diminished.  Deduction  from  the  price  is  made  by  the  selling  agency 
for  spirits  of  inferior  quality.  The  agency  is  bound,  on  the  other  hand,  not  to  trans- 
actany  Business  along  the  line  of  selling  spirits,  alcohol,  and  so  on,  for  its  own  account 
or  for  the  account  of  any  person  not  belonging  to  the  Union  of  Distillers,  under  the 
penalty  of  a  fine  of  about  $2.50  (10  marks)  per  nectoliter  disposed  of  or  bought  in  this 
way.  It  is  bound  also  not  to  dispose  of  any  business  establishment  belonging  to  it 
without  imposing  its  obligations  toward  the  Union  upon  the  acquirer.  The  agency 
must  not,  without  the  consent  of  the  joint  board  of  directors,  participate  in  business 
enterprises  of  similar  kind  in  Germany  which  are  not  under  the  contract;  this  lim- 
itation does  not  extend  to  such  enterprises  abroad.  It  can  not  accept  new  members 
without  the  consent  of  the  board  of  directors  of  the  Union  of  Distillers.  It  insures 
the  product  against  fire  and  bears  all  losses  which  may  occur  from  the  selling  of  the 
rectified  and  nonrectified  product. 

In  reward  for  the  care  and  obligations  which  the  agency  undertakes  it  has  a 
share  in  the  annual  proceeds  resulting  from  the  sale  of  the  spirits.  From  the  sale 
in  Germany  of  the  unrectified  product  it  receives  2J  per  cent  of  the  annual  pro- 
ceeds. From  the  sale  of  the  rectified  product  its  share  varies  according  to  the  follow- 
ing table  of  net  proceeds  per  hectoliter: 

7.5  per  cent  in  the  case  of  34  marks. 

8  per  cent  in  the  case  of  34.01  to  36  marks. 
8.3  per  cent  in  the  case  of  36.01  to  39  marks. 
8.8  per  cent  in  the  case  of  39.01  to  42  marks. 
9.3  per  cent  in  the  case  of  42.01  to  45  marks. 

9.6  per  cent  in  the  case  of  45.01  marks  and  over. 
Not  higher,  however,  than  4.80  marks. 

If  the  amount  of  rectified  spirits  in  any  year  is  greater  than  110  per  cent  of  the 
amount  produced  on  an  average  in  the  years  between  April  1,  1894,  and  March  31, 
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1897,  the  percentage  of  the  agency  is  reduced  by  about  33J  per  cent.  If,  however, 
the  amount  of  rectified  spirits  is  less  than  90  per  cent  but  still  greater  than  80  per 
cent  of  the  amount  mentioned,  the  share  of  the  ageny  is  increased  by  15  per  cent  on 
the  total  rectified  quantity.  The  agency  pays  certain  premiums  for  certain  qualities 
of  spirits  when  they  are  rectified  in  the  manner  prescribed  by  it.  Besides  these 
premiums  it  makes  extra  allowances  for  the  spirits  producers  in  a  kind  of  inverse 
proportion  to  the  number  of  liters  produced.  Thus,  producers  of  less  than  600,000 
liters  of  pure  alcohol  have  an  allowance  of  0.80  marks;  producers  of  more  than 
600,000  but  less  than  1,000,000  have  an  allowance  of  0.40  marks;  of  more  than 
1,000,000  and  less  than  1,500,000  liters  an  allowance  of  0.20  marks  per  hectoliter, 
favoring  in  this  manner  small  producers. 

The  spirits  producers  must  furnish  to  the  society  or  agency  information  as  regards 
the  capacity  of  their  plants,  area  under  the  cultivation  of  potatoes,  the  harvests,  and 
so  on. 

An  attempt  is  made  likewise  to  keep  steady  the  prices  to  consumers.  The  proper 
price  is  fixed  for  the  dealers.  If  they  do  not  abide  by  it,  the  threat  is  made  of  charg- 
ing them  more  thereafter  for  their  stock,  or  even  in  extreme  cases  of  refusing  to  sell 
to  them  at  all. 

The  Rhenish- Westphalian.  Coal  Syndicate.1 — The  formation  of  the  coal  syndicate 
which  unites  all  of  the  mines  of  the  Westphalian  district,  with  the  exception  of  those 
in  the  possession  of  the  iron  and  steel  works  and  some  few  of  less  importance,  came 
really  from  the  union  of  various  groupings  of  mines  that  had  been  made  earlier. 
During  the  time  of  the  crisis,  about  1875,  it  was  found  that  the  competition  among 
the  different  mines,  taken  with  the  irregularity  of  production,  had  brought  about 
much  suffering  among  the  mine  owners.  Whenever  there  came  a  strong  demand 
there  was  an  eagerness  to  increase  the  output  on  the  part  of  most  of  the  individual 
mine  owners;  there  were  continual  efforts  to  increase  the  prices  in  accordance  with 
this  demand,  and  they  often  went  unreasonably  high.  As  soon  as  the  demand  fell 
off  the  large  supply  on  hand  and  the  large  number  of  men  at  work  led  to  an  effort  on 
the  part  of  each  mine  owner  to  increase  his  sales  as  much  as  possible  and,  in  conse- 
quence, to  exceedingly  low  prices.  This  continual  variation  in  the  prices  and  in  the 
output  led  to  many  efforts  to  secure  more  harmonious  action.  As  early  as  1878  an 
attempt  had  been  made  at  an  agreement  upon  prices  so  far  as  gas  coal  was  concerned, 
and  in  1881  there  was  finally  established  a  combination  between  the  producers  of  two 
of  the  most  important  kinds  of  coal — gaskohlen  and  gasflammkohlen.  Besides  that, 
beginning  as  far  back  as  1878,  there  had  been  an  effort  made  to  regulate  somewhat 
the  output,  and  during  the  years  1880-81  and  again  in  1885-86  there  were  conven- 
tions held  with  that  end  in  view.  An  attempt  was  also  made  to  secure  this  regula- 
tion by  means  of  a  law  which  should  distribute  the  entire  output  among  the  different 
mines;  but  this  finally  had  to  be  dropped  on  account  of  legal  difficulties.  The  espe- 
cially depressed  condition  of  the  coal  market  in  1885  led  to  the  formation  of  the 
Vereinigung  der  Fettkohlenzechen  und  Koksanstalten  of  Dortmund.  This  union, 
however,  failed,  because  a  large  majority  of  the  producers  remained  outside.  Another 
attempt  in  1887  also  failed. 

The  dissolution  of  the  coke  combination,  with  still  further  cutting  of  prices  than 
before,  led  finally,  in  1890,  a  very  large  majority  of  the  producers  of  coke  to  the 
organization  of  a  selling  bureau,  the  Westphalian  Coke  Syndicate,  and  thus  the  coke 
manufacturers  reached  a  firm  organization.  The  failure  to  organize  a  general  coal 
combination  had  not  prevented,  however,  some  smaller  combinations  being  organized, 
which  were  seemingly  successful.  There  was,  for  example,  the  Dortmund  Coal 
Selling  Combination,  and  following  that  the  selling  combination  of  Bochum  and  of 
Essen.  They,  however,  competed  against  each  other  and  with  the  mines  which 
remained  outside.  Competition  was  not  checked  until,  in  1891,  an  association  was 
made  to  regulate  prices  among  these  three  smaller  combinations  and  the  independents. 
The  present  coal  syndicate,  which  has  also  contracts  with  the  Westphalian  Coke 
Syndicate  and  the  Dortmund  Briquette  Selling  Combination,  was  organized  in  Feb- 
ruary, 1893,  and  has  since  proved  successful.  Its  effect  upon  prices  will  be  con- 
sidered hereafter,  but  from  what  has  already  been  given,  it  will  be  seen  that  it  has, 
in  the  main,  in  spite  of  many  individual  criticisms,  met  with  the  approval  of  the 
leading  manufacturers  and  leading  business  men,  and  especially  with  that  of  the 
Prussian  Government. 

In  Appendix  Ib,  p.  171,  is  given  a  translation  of  its  articles  of  association.  The 
main  features  of  the  plan  are  as  fallows: 

'Jahrbuch  fur  den  Oberbergamtsbezirk  Dortmund;  Deutsche  Industrie  Zeituiig;  Die  Deutsche 
Volkswirthschaftliche  Correspondenz,  August  21, 1900;  and  also  information  from  the  directors. 
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The  coal  syndicate  itself  is  a  corporation  with  its  main  business  office  in  Essen. 
Its  purpose  is  to  buy  and  sell  coal,  coke,  and  briquettes.  Its  capital  is  900,000  marks, 
divided  into  3,000  shares  of  300  marks  each.  These  shares  of  course  are  held  by  the 
coal  miners  of  western  Germany.  The  syndicate  has  the  general  form  of  organiza- 
tion and  the  same  methods  of  carrying  on  its  business  as  other  German  corporations. 
It  is  not  its  intention  to  declare  large  dividends  for  its  shareholders,  but  rather  so  to 
direct  the  business  of  production,  purchase,  and  sale  of  coal  that  the  different  coal 
miners  will  make  good  profits. 

A  contract  is  then  made  between  this  coal  syndicate  and  the  various  mines  which 
belong  to  the  syndicate,  the  same  contract  holding  also  between  the  different 
miners.  The  purpose  has  been,  of  course,  to  prevent  extreme  competition  in  the 
coal  market;  or,  in  other  words,  practically  to  control  the  coal  market  of  western 
<4ermany. 

A  commission  of  4  members,  2  of  whom  are  technical  miners,  1  a  coal  dealer,  and 
1  a  presiding  officer  of  the  coal  syndicate,  on  careful  examination  of  the  different 
mines,  determines  the  percentage  of  the  entire  output  which  shall  be  allowed  to 
each  mine.  This  amount  may  Ije  increased  or  lessened  on  a  reexamination  to  meet 
the  needs  of  the  different  mines  and  of  the  syndicate. 

All  of  the  mine  owners  are  under  contract  to  deliver  their  entire  production  of 
coal,  coke,  and  briquettes  to  the  syndicate,  which,  on  its  side,  is  under  obligations  to 
receive  and  sell  the  entire  product  in  accordance  with  the  terms  laid  down.  The 
different  mines  are  allowed  to  withhold  from  this  delivery  to  the  coal  syndicate  the 
coal  that  is  needed  for  their  own  immediate  consumption  in  carrying  on  their  own 
works,  as  well  as  enough  for  the  personal  use  of  the  different  officers  and  miners. 
All  orders  are  received  by  the  syndicate  and  distributed  in  accordance  with  the  judg- 
ment of  its  directors  among  the  different  mines,  the  amount  of  the  output  for  each 
l>eing  fixed  monthly.  At  the  end  of  the  year  a  general  reckoning  is  made,  and 
those  mines  that  have  delivered  somewhat  more  than  their  required  share  pay  over 
to  the  svndicate,  to  be  distributed  among  those  who  have  delivered  less  than  their 
required  share,  a  sufficient  amount  to  make  the  profits  proportional. 

In  case  anv  of  the  mine  owners  fail  to  carry  out  their  contract  by  delivering  the 
coal  required,  they  are  compelled  to  pay  a  conventional  fine  to  the  syndicate  of  50 
marks  for  every  ton  wanting.  For  every  breach  of  the  contract  every  coal  miner  is 
liable  to  a  fine  of  1,000  marks,  which  may,  however,  be  lessened  by  action  of  the 
board  of  directors. 

As  will  be  noted  afterwards,  this  requirement  of  the  contract  has  been  held  legal 
in  two  of  the  lower  courts,  the  decision  being  translated  in  full  in  Appendix  — . 

The  form  of  organization  seems,  on  the  whole,  to  have  been  very  successful,  and 
to  have  brought  about  what  is,  perhaps,  on  the  whole,  the  largest  and  most  effective 
combination  in  Germany,  if  not,  indeed,  in  the  world.  The  effects  on  prices,  wages, 
etc.,  are  discussed  later. 

The  iron  combination*.1 — The  syndicates  of  the  German"  iron  trade  are  not  less 
powerfully  organized  than  those  of  the  coal  trade,  but  their  functions  are  not  quite 
so  well  known.  However,  as  the  object  of  all  selling  associations  is  identical,  and 
as  they  all  have  similar  difficulties  to  encounter,  we  need  only  give  a  rough  outline  of 
their  organization. 

Of  course,  tin-  aim  in  view  is  to  prevent  undue  competition  by  a  mutual  under- 
standing as  to  prices,  and  for  this  purpose  to  concentrate  the  sale  of  the  common 
output  in  the  hands  of  a  managing  committee,  which  distributes  the  orders  received 
among  the  associates,  and  at  the  same  time  endeavors  to  regulate  production  so  that 
it  may  theoretically  correspond  to  tin-  demands. 

The  6  principal  syndicates  of  the  (icnnan  iron  trade  are  the  pig-iron  syndicate, 
the  ingot  and  billet  steel  syndicate,  the  girder  syndicate,  the  wire-rod  syndicate, 
the  plate  syndicate,  and  the  drawn-win-  syndicate.  The  consolidated  pig-iron  syn- 
dicate has  its  head  office  at  Dusseldorf,  and  represented  :>  subsidiary  syndicates, 
the  Bheniah-Westphalian  syndicate,  of  Diisseldorf,  the  association  for  the  sale  of  pig 
iron  of  the  Siegerland.  with  its  oil'n -es  at  Sieiren.  and  the  Comptoir  of  Lorraine  and 
Luxemburg.  The  foundation  of  the  consolidated  syndicate  in  its  present  form  dates 
from  the  year  1897.  Prior  t<>  that  time  there  existed  only  certain  undertaking 
between  the  different  producers:  hut  these  agreements,  of  a  more  or  less  lax  charac- 
ter, were  without  any  well-defined  principles  of  definite  authority,  and  were  easily 
evaded.  The  Rhenish-Westphalian  syndicate  date-  from  1S«»4,  that  of  the  Siegef- 
iand  from  1S9«>.  and  the  ('oinj)toir  of  Lorraine  and  Luxemburg  likewise  from  1896. 

'The  following  account  is  taken  largely  from  Kuhlow'.*  German  Trades  Review  and  Exporter,  Ber- 
lin. May  16,  lyOO.  as  translated  in  Special" Consular  Reports  vol.  XXI.  Part  III. 
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The  ingot  and  billet  steel  syndicate  (Halbzeug  Verband)  existed  in  the  year  1897 
under  the  form  of  an  association,  the  functions  of  which  were  exclusively  to  control 
the  selling  prices  of  their  products.  The  following  year  it  assumed  a  more  definite 
organization.  Its  seat  is  at  Diisseldorf,  and  it  represents  the  steel  works  of  the 
Moselle,  the  Saar,  Luxemburg,  the  Rhine,  and  Westphalia.  (The  works  recently 
erected  at  Luxemburg,  at  Rombach,  Differdingen,  and  Aumetz  are  independent,  and 
they  have  established  among  themselves  a  separate  association,  the  director  of  which 
resides  at  Coblenz. ) 

The  girder  syndicate  has  its  head  office  at  Diisseldorf  in  the  same  building  as  the 
steel  syndicate.  It  was  constituted  in  the  year  1899  and,  like  the  pig-iron  syndicate, 
comprised  3  sections — the  South  German  girder  syndicate,  founded  in  1884,  which  is 
composed  of  the  rolling  mills  of  the  Saar  district  and  of  Luxemburg,  and  has  its  seat 
at  Saarbriicken;  the  girder  syndicate  of  the  Lower  Rhine  and  of  Westphalia,  with  its 
head  office  at  Diisseldorf,  the  operations  of  which  extend  to  the  north  of  Germany; 
and  finally,  the  Peine  Works,  in  Hannover,  which  supply  that  province  and  eastern 
Germany. 

The  wire-rod  syndicate  dates  from  the  year  1896  and  has  its  seat  at  Hagen,  in 
Westphalia. 

The  plate  syndicate  has  its  head  office  at  Essen,  on  the  Ruhr.  It  was  originally 
established  in  1897  and  assumed  its  present  form  as  a  limited  liability  company  in  1898. 

The  drawn-wire  syndicate  was  founded  in  1899,  and  the  seat  of  the  association  is 
at  Hamm,  in  Westphalia.  Its  commercial  functions  are  distributed  over  4  zones, 
viz,  North  Germany  and  the  northwest,  with  an  office  at  Berlin;  Saxony,  Silesia, 
and,  lastly,  South  Germany,  with  its  bureau  at  Mannheim.  The  export  business  is 
attended  to  at  Hamm. 

When  first  started,  these  cooperative  selling  associations  acted  with  great  modera- 
tion. As  had  been  the  case  with  the  coal  syndicate,  prices  made  slight  progressive 
rises,  in  order  not  to  call  forth  protests  of  their  customers.  The  plan  of  organization 
resembles  that  of  the  coal  syndicate.  The  association  appointed  a  number  of  experts 
whose  mission  it  was  to  visit  each  of  the  confederated  works  and  to  determine  their 
capacity  of  production,  according  to  which  they  were  to  be  participating  firms. 
Subsequently  Germany  Avas  divided  into  a  number  of  zones,  and  the  production  for 
each  day  duly  subdivided  among  the  contracting  parties.  All  orders  are  received  by 
the  general  manager  of  the  syndicate  and  they  are  divided  among  the  associated 
works,  having  regard  to  the  capacity  of  production,  to  the  quality  of  the  product, 
and  to  the  conditions  of  transport.  Of  course,  in  this  allotment  the  geographical  sit- 
uation of  the  respective  works  must  be  taken  into  account,  as  this  plays  an  important 
part  in  the  question  of  determining  the  mode  of  transport  and  the  freight  charges. 
In  cases  where,  by  virtue  of  its  topographical  position,  one  of  the  associated  works 
receives  orders  in  excess  of  its  proper  quota,  the  excess  is  deducted  in  the  allotment 
of  the  next  quarter.  At.  the  end  of  the  year,  when  the  accounts  are  balanced  all 
around,  compensation  for  the  excesses  and  deficits  of  production  is  effected,  so  that 
each  of  the  associated  works  is  credited  only  wilh  the  part  assigned  to  it  in  the  table 
of  the  allotments. 

This  rule  is  subject,  however,  to  certain  exceptions.  The  zones  situated  on  the 
frontiers  of  Germany  are  favored  by  the  syndicate,  with  the  idea  of  hindering  the 
importation  of  foreign  products.  Again,  certain  export  bounties  are  allowed  to  those 
which  send  abroad  their  surplus  production,  the  accumulation  of  which  might  influ- 
ence the  sales  at  home,  and  consequently  affect  prices.  The  losses  are  borne  by  the 
funds  of  the  syndicate. 

The  contracting  parties  are  under  obligation  to  sell  their  products  to  the  syndi- 
cate. The  selling  prices  are  fixed  by  a  mutual  agreement  of  all  the  associates,  as  are 
also  the  purchase  prices.  In  fixing  these  prices  account  is  taken,  first,  of  the  amount 
of  wages;  second,  of  the  cost  of  the  raw  material,  and,  last,  of  the  needs  of  the  trade 
and  the  quantity  of  orders  on  hand. 

The  general  conditions  under  which  the  production  is  sold  are  settled,  and  modi- 
fications proposed  in  any  particular  case  must  receive  the  sanction  of  the  general 
meeting. 

Each  associated  member  undertakes  to  submit  unconditionally  to  the  decisions 
and  measures  taken  by  the  syndicate.  When  joining  the  association  each  member 
has  to  deposit  as  a  guaranty  of  the  due  execution  of  his  obligations  blank  accept- 
ances, which,  in  case  of  a  contravention  of  the  statutes,  are  placed  in  circulation  to 
the  amount  of  the  fine  incurred. 

The  working  expenses  of  the  syndicates  are  covered  by  a  levy,  which  is  fixed  by 
the  general  meeting  at  a  certain  per  cent  on  the  invoice  prices.  If  the  funds  thus 
obtained  exceed  the  expenses,  the  surplus  is  divided  among  the  members. 
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There  is  also  a  compact  which  the  German  wire  drawers  have  just  concluded  with 
their  Austrian  colleagues,  with  the  aim  of  preventing  a  commercial  struggle  for  the 
interior  markets.  The  agreement  applies  both  to  drawn  wire  and  to  wire  nails, 
and  similar  arrangements  between  the  coke  syndicates  of  Germany  and  Belgium  are 
in  existence.  It  will  be  seen,  therefore,  that  the  syndicates  have  already  inaugurated 
the  era  of  international  commercial  conventions. 

The  directors  of  the  iron  combinations  have  apparently  much  discretion  left  with 
them  by  the  different  members,  as  they  seem  able  to  control  the  business  and  to 
determine  prices  almost  absolutely.  As  they  themselves  say,  they  are  under  obliga- 
tions to  the  different  members  to  make  the  best  terms,  and,  in  consequence,  they 
are  compelled  in  competition  with  foreigners  to  deal  as  merchants,  securing  the  best 
terms  they  can  without  an  attempt  to  make  an  absolute  uniform  price  to  all.  They 
have  been  charged  with  making  prices  unduly  high,  but  they  themselves  claim  that 
their  power  has  not  been  abused,  their  chief  purpose  on  the  whole  being  to  secure 
steady  prices. 

3. — In  certain  special  instances  it  is  somewhat  better,  instead  of  forming  simply  a 
combination  which  by  agreements  fixes  prices  and  output,  to  organize  corporations 
which  buy  up  the  different  establishments,  and  thus,  under  one  absolute  manage- 
ment, control  the  largest  part  of  the  output.  Owing  in  part,  probably,  to  the  great 
degree  of  publicity  that  obtains  under  the  German  corporation  law,  and  in  part  to 
taxes,  this  form  of  combination  as  yet,  at  any  rate,  has  not  been  very  common.  It 
will  perhaps  be  worth  while  to  call  attention  to  two  or  three  of  the  more  important 
ones  and  to  note  in  brief  their  history  and  effect,  and  to  print  in  an  Appendix  the 
form  of  the  articles  of  incorporation  and  by-laws  under  which  they  are  organized 
and  managed. 

The  United  Brush  Manufacturers,  Nuremberg. — One  of  the  most  successful  of  these 
corporations  in  distinction  from  the  other  form  of  combination  is  the  United  Brush 
.Manufacturers  in  Nuremberg.  These  manufacturers  long  ago  came  to  Nuremberg, 
where  they  were  for  many  years  successful.  At  length,  in  1889,  it  seemed  best  for 
15  establishments,  at  that  time  fairly  successful,  to  unite  into  a  single  corporation. 
They  had  before  this  at  various  times  tried  a  looser  form  of  combination,  but  that 
had  not  proved  firm  enough.  The  capital  was  fixed  at  3,000,000  marks,  fully  paid 
in.  The  corporation  purchased  from  the  separate  firms  9  factories,  with  a  total  value 
of  2,000,000  marks.  The  corporation  engages  in  all  forms  of  brush  manufacturing 
and  has  connected  with  it  also  various  collateral  industries.  It  employs  about  2,000 
workmen  and  superintendents.  The  direction  of  the  business  is  in  the  hands  of  the 
earlier  firm  members,  all  of  them,  of  course,  trained  technical  men.  There  is  a  special 
uep?rtment  for  selling  and  7  technical  departments,  all  in  Nuremberg.  They  have 
formed  alst-  various  branch  factories,  for  example,  in  Linz  on  the  Danau,  London, 
and  New  York.  The  company  keeps  on  hand  about  2,000,000  marks'  worth  of  fin- 
i>hed  stock  and  of  materials  in  different  stages  of  manufacture,  including  raw  mate- 
rial. Its  output  is  worth  about  4,000,000  marks  a  year,  and  the  product  is  sold  in 
practically  all  civilized  countries.  It  has  a  complete  monopoly  of  some  of  its  best 
material,  but  has  considerable  competition  in  certain  places  in  its  cheaper  products. 

The  corporation  has  found  it  desirable  to  establish  a  fund  for  improving  the  con- 
ditions of  the  workmen,  and  has  one  special  fund  for  the  support  of  workmen  who 
are  in  immediate  need. 

The  articles  of  association  are  translated  in  full  in  Appendix  IV,  p.  193,  but  it  is 
interesting  to  note  here  in  contrasting  the  corporation  form  of  combination  with  the 
others  mentioned  the  way  in  which  the  annual  income  is  divided.  Later,  in  speak- 
ing of  prices-,  attention  has  been  called  to  the  dividends  and  to  the  price  of  the  stock, 
in  order  to  show  the  success  of  this  special  combination.  The  profits  after  the  annual 
balance  has  l>een  determined  are  divided  as  follows:  First,  5  per  cent  to  the  regular 
reserve  fund  until  this  amounts  to  10  per  cent  of  the  capital  stock;  second,  to  the 
extraordinary  reserve  fund,  an  amount  determined  by  the  board  of  directors;  third, 
4  per  cent  dividends  on  the  stork;  fourth,  the  remainder  after  the  above  allotment 
of  the  regular  and  extraordinary  reserve  funds,  the  division  of  4  per  cent  dividends, 
and  the  petting  aside  of  any  special  fund  determined  by  the  general  meeting  is  to  be 
divided  as  foll<  >\vs:  («)  Teii  per  cent  to  the  board  of  directors  as  premium  (Tantieme) ; 
(b)  10  per  cent,  according  to  the  decision  of  the  board  of  directors,  to  the  presiding 
officers  ( Vorstand),  the  other  officer?,  and  the  employees  of  the  company;  (c)  the 
remainder  is  at  the  disposition  of  the  general  meeting,  which  passes  a  resolution 
regarding  the  division  of  the  same  upon  suggestions  made  by  the  board  of  directors. 

The  United  Ultramarine  Manufacturers. — This  corporation  has  its  headquarters  at 
Cologne,  with  a  branch  at  Xuremben:.  The  corporation  took  its  final  form  in  Feb- 
ruary, 1900,  although  it  had  existed  as  a  corporation  earlier.  It  controls  95  per  cent 
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or  more  of  the  German  output.  There  is  little  competition  left  in  Germany,  but 
some  in  England  and  the  United  States.  It,  however,  does  a  very  large  export  busi- 
ness, sending  its  product  all  over  the  world.  In  making  the  final  combination  they 
found  it  best  to  retain  most  of  their  former  brands,  and  the  A'arious  manufacturing 
establishments  kept  largely  to  their  specialties.  The  chief  reason  for  bringing  about 
the  organization  of  the  corporation  was  the  desirability  of  securing  unity  of  manage- 
ment. The  difficulty  in  securing  this  form  of  combination,  according  to  the  mana- 
gers, was  the  dislike  that  separate  manufacturers  had  of  giving  up  their  individuality, 
and  particularly  the  publicity  and  the  rate  of  taxation. 

They  were  led  into  this  organization  by  the  fierce  competition  which  drove  prices 
down,  and  also  by  the  fact  that  they  expected  to  make  some  savings  in  administra- 
tion, especially  in  freight  and  in  traveling  men.  These  questions  have  not  been  of  so 
great  importance  as  has  been  the  special  control  of  prices.  There  has  been  no 
decided  change  in  the  output,  but  probably  a  slight  lessening  in  quantity.  There 
seems  to  have  been  quite  a  decided  increase  in  the  profits,  but,  on  the  whole,  the 
account  coming  from  the  director  seems  to  be  somewhat  more  hopeful  in  this  regard 
than  one  coming  from  a  prominent  stockholder,  who  thinks  that  the  organization 
has  not  been  especially  successful.  The  dividends  have,  on  the  whole,  been  low, 
having  been  passed  in  two  or  three  of  the  earlier  years,  and  running  about  5  per 
cent  during  the  later  years.  It  was  thought  even  that  they  might  not  have  been 
able  to  pay  some  of  the  latest  dividends  if  they  had  not  sold  some  land  which  was 
available  but  which  was  not  needed  for  the  business. 

In  form  the  corporation  is  in  the  main  the  same  as  others  under  the  German  cor- 
poration law,  but  it  has  some  special  arrangements  that  make  it  noteworthy.  Some 
of  the  persons  going  into  the  combination,  very  prominent  manufacturers,  as  a  spe- 
cial payment  for  good  will,  received  some  special  preferred  stock,  250  shares  being 
given  to  each  of  four.  This  stock,  made  redeemable,  is  rather  strictly  limited  as 
regards  voting  power,  but  in  case  of  liquidation  the  company  is  obliged  to  redeem 
these  shares  first  by  paying  their  owners  an  amount  equal  to  twelve  and  one-half 
times  the  average  dividends  on  this  stock  for  the  3  years  preceding  the  liquidation, 
but  not  less  than  1,000  marks  for  each  share. 

The  combination  also  in  organization  had  other  special  agreements  with  the 
founders  regarding  the  purchase  of  their  output,  the  amount  of  their  production,  etc. 
It  will  be  seen  that  in  this  instance  the  combination  of  the  United  Ultramarine  Man- 
ufacturers, while  taking  the  form  of  a  corporation,  also  seems  to  have  retained  some 
of  the  customs  more  usual  in  Germany  when  the  combinations  are  made  simply  by 
general  contract. 

PROMOTION. 

Owing  to  the  strictness  of  the  corporation  law,  the  promoter  as  found  in  England 
and  the  United  States  does  not  appear  prominently  in  connection  with  the  organiza- 
tion of  these  combinations.  Generally  speaking,  they  have  come  about  by  mutual 
agreement  among  the  different  parties  concerned  on  account  of  the  severity  of  com- 
petition, and  they  have  been  carried  through  by  agents  especially  paid  for  their 
services.  In  probably  most  cases  in  Germany,  as  in  Austria,  the  banks  are  to  be 
considered  the  promoters;  in  some  instances  this  term  could,  perhaps,  better  be 
applied  to  the  lawyer  who  has  had  charge  of  drawing  the  contracts.  Very  frequently 
in  Germany  the  banks  are  holders  of  stocks  in  the  larger  corporations  and  manufac- 
turing establishments,  having  their  full  proportion  of  directors  in  the  board  and 
assuming  to  a  considerable  extent  the  management.  Until  within  the  last  2  or  3 

Sears  this  method  of  procedure  has  not  been  very  common  in  the  United  States, 
ut  for  many  years  this  line  of  business,  different  from  what  i^  usually  considered 
ordinary  banking,  has  been  usual  in  Germany  and  Austria. 

The  reason  for  this  activity  is  explained  by  the  bankers  themselves  to  be  the  diffi- 
culty of  securing  good  investments  for  themselves  and  their  depositors.  The  rate  of 
interest  is  low,  particularly  in  the  case  of  government  securities,  and  ordinary  short- 
time  loans  do  not  furnish  sufficient  employment  for  their  capital.  It  is  not  uncom- 
mon to  have  banks  established  particularly  for  some  special  line  of  business;  as,  for 
example,  some  years  before  the  final  organization  of  the  spirits  combination  a  spirits 
bank  was  started  with  the  hope  that  it  would  be  able  to  bring  about  a  union  of 
interests  among  the  distillers,  but  it  failed  to  carry  through  its  purpose  at  that  time. 
As  will  be  seen  later  in  the  consideration  of  the  corporation  law,  all  profits  of 
promoters  must  appear  at  the  time  of  the  organization  of  the  corporation.  It  will 
be  noted  also  that  stock  watering,  so  common  in  the  United  States,  is  practically 
entirely  excluded  under  the  new  law  in  Germany.  Any  advantage  that  comes  to  the 
promoter  from  his  stockholding  must  come  through  the  advance  in  the  price  of  his 
shares  above  par. 
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SAVINGS. 

Speaking  generally,  in  Germany  as  in  Austria,  the  chief  benefit  that  is  ordinarily 
anticipated  from  the  organization  is  to  be  found  in  the  better  adaptation  of  the  sup- 
ply to  the  demand,  whereby  the  prices  can  be  steadied  and  in  certain  cases  increased. 
With  the  exception  of  the  comparatively  few  combinations  that  are  in  the  form  of 
single  corporations,  there  is  little  expected  in  the  v/ay  of  savings  in  costs  of  manage- 
ment, the  lessening  of  office  expenses,  the  closing  of  the  poorer  establishments,  and 
similar  savings  frequently  made  in  the  United  States.  On  the  other  hand,  certain 
other  economies  made  in  the  United  States  are  also  common  in  Germany. 

Sanngsin  freight. — While  there  is  no  discrimination  among  different  producers  in 
the  same  line  of  industry  on  the  part  of  railroads,  it  not  infrequently  happens  that 
the  State  railroads  make  special  rates  for  the  purpose  of  benefitting  certain  classes 
of  producers  in  the  community,  or  for  the  purpose  of  furthering  the  export  trade. 
In  Appendix  III,  p.  191,  is  given  a  translation  of  a  petition  sent  by  the  managing 
officers  of  the  new  spirits  combination  to  the  Prussian  minister  of  public  works,  ask- 
ing for  a  sjR-cial  classification  of  alcohol  used  in  the  arts.  This  petition  was  granted. 

(  hi  the  other  hand,  many  of  the  larger  combinations,  such  as  the  coal  combination, 
thr  various  iron  combinations,  the  salt  combination,  as  well  as  some  of  the  smaller 
ones,  such  as  the  ultramarine  corporation,  are  able  to  secure  advantages  in  freights 
from  shipping  their  goods  to  consumers  from  their  nearest  plants.  In  the  case  of  the 
manufacturers  of  heavy  materials,  such  as  coal  and  iron,  this  is  a  material  saving. 
Whenever  an  especial  effort  is  being  made  to  extend  the  export  trade,  this  saving 
becomes  especially  noteworthy  from  the  fact  that  those  establishments  on  the  border 
of  the  State  are  likely  to  be  devoted  particularly  to  the  export  trade,  so  that  in  addi- 
tion to  the  bounty  o'n  export,  sometimes  paid  by  the  combination  itself,  comes  the 
further  advantage  of  the  lessened  freight  rate. 

Common  purchase  of  supplies. — Even  when  the  organization  is  not  in  the  form  of  a 
single  corporation  it  is  sometimes  true  that  the  central  bureau  purchases  the  chief 
supplies  and  materials  of  manufacture  for  the  different  establishments,  in  that  way 
effecting  also  a  considerable  saving. 

Costs  of  selling. — The  greatest  single  saving  made  by  the  German  combination  comes 
ordinarily  from  the  fact  that  they  have  a  common  selling  bureau  which  is  able  to 
take  advantage  of  the  market,  and  which  can  lessen  materially  the  costs  of  traveling 
men,  of  advertising,  etc.  At  times,  through  this  united  action,  as  has  been  noticed 
for  example  in  the  case  of  the  potash  syndicate,  the  combination  advertises  widely 
through  sending  out  pamphlets  which  call  attention  to  the  uses  which  may  be  made 
of  the  product,  and  in  that  way  makes  savings  which  would  be  entirely  impossible 
to  separate  companies. 

Wages. — In  this  connection  it  will  be  seen  that  there  is  likely  to  beat  times  certain 
small  savings  in  wages,  but  the  savings  in  Germany  in  this  particular  are  not  so  large 
as  those  made  in  countries  like  England  and  the  United  States,  where  the  combina- 
tions are  much  tinner,  so  that  they  are  enabled  to  close  their  poor  establishments. 
Certain  exceptions,  however,  are  found  in  Germany.  For  example,  the  corporation 
of  the  united  ultramarine  manufacturers  were  able  to  shut  down  2  of  the  poorest 
of  their  10  factories,  in  this  way,  of  course,  effecting  certain  savings  in  wages.  In  a 
few  cases  also  combinations  have  been  made  with  the  special  purpose  of  obtaining 
better  control  over  workingmen.  For  example,  some  years  ago  the  gold  beaters  of 
the  cities  of  Nuremberg  and  Furth  formed  a  trade  combination  to  regulate  working 
hours,  to  regulate  the  wages  paid  to  their  workmen,  to  protect  the  interests  of  the 
manufacturers  in  strikes,  etc.,  as  well  as  to  make  standard  prices  and  to  avoid  over- 
production. In  that  special  case  it  is  perhaps  noteworthy  that  at  one  time,  some- 
thing over  a  year  ago,  on  account  of  the  manufacturers  haying  large  stocks  of  goods 
on  hand,  the  combination  closed  every  factory  for  a  fortnight.  During  thi.s  period 
the  workmen  received  a  certain  indemnity  from  the  funds  of  the  combination.  The 
total  indemnity  amounted  perhaps  to  $1,500,  on  an  average  being  about  10  IH.T  cent 
of  the  ordinary  wages. 

PRICES. 

There  seems  to  be  little  doubt  that  the  larger  part  of  the  German  combinations  are 
formed  with  the  deliberate  purpose  of  fixing  prices.  In  most  cases  the  matter  is  put 
from  a  somewhat  different  point  of  view,  it  U-ing  suggested  that  the  purpose  is  to 
adapt  the  supply  to  the  normal  demand,  so  as  to  secure  regularity  in  production  and 
to  avoid  simulation  which  would  bring  about  fluctuations  in  prices. 

It  perhaps  will  be  well  to  call  attention  to  certain  special  instances  in  which  the 
course  of  prices  is  given.  It  is  probable  that,  though  the  prices  have  in  many  cases 
been  raised,  this  increase  has  sometimes  come  from  circumstances  outside  of  the 
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combination,  such  as  the  extraordinary  demand  during  the  last  2  or  3  years  for  iron 
products,  and  in  other  cases,  as,  for  example,  the  coal  combination,  it  is  probable 
that  prices  have  been  kept  even  lower  than  they  would  have  been  under  free  com- 
petition. The  special  examples  will  show  for  themselves. 

The  brush  manufacturers,  regarding  whose  corporation  notice  has  already  been 
given,  handle  something  over  75  per  cent  of  all  the  good  qualities  made  in  Germany, 
and  in  some  special  styles  of  brushes  their  monopoly  is  complete.  There  has  been 
Home  competition  from  the  beginning  of  the  organization;  there  has  been  more  lately; 
but,  on  the  whole,  their  profits  have  been  decidedly  improved.  They  have  been 
able  to  a  considerable  extent,  as  they  acknowledge,  to  keep  up  prices.  The  course 
for  several  years  of  a  few  of  their  leading  styles  is  as  follows: 


Year. 

2. 

4. 

6. 

8. 

10. 

Ringpinsel  143F  E   H    K 

Marks. 
12.88 
2.40 
2.56 
3.87 

Marks. 
14.96 
4.32 
4.80 
6.90 

Marks. 
17.20 
8 
8.40 
12.38 

Marks. 
19.36 
12 
12.80 
18.40 

Marks. 
1  14.  40 
18 
18.80 
26.22 

1377  V    I' 

(1896 

•(1895 

U899-1900.. 

Year. 

4. 

8. 

12. 

16. 

20. 

Nickelkapsel  232  G  C  B 

Marks. 
18.93 
19 
21.85 

Marks. 
116.45 
27 
31.10 

Marks. 
134.65 
37 
42.60 

Marks. 
158.10 
52 
59.85 

Marks. 
1  103.  60 
86 
99 

Pinsel  232  V  P                                           

f  1890-1898.. 
\1899-1900.. 

Year. 

2.                 5. 

8. 

10. 

Eiseiikapsel  84  G.  G                        

Marks.       Marks. 
12.34          15.58 
2.  56            5.  60 
2.  96            6.  40 
3.  41            7.  36 

Marks. 
1  11.  43 
12.80 
14.80 
17.02 

Marks. 
1  18.  54 
20 
22.40 
25.76 

Pinsel  1335V   I'                                             .... 

[1890 

<1895...     . 

11899-1900.. 

iNet. 

The  first  rows  of  prices  are  those  previous  to  the  formation  of  the  company;  V.  P.=Vereinigte  Pin- 
selfabriken;  the  second  number  in  connection  with  V.  P.  means  the  present  number,  while  the  old 
numbers,  viz,  143F  E.  H.  E.,  232  G.  C.  B.,  and  84  G.  G.,  are  also  mentioned. 

1377  V.  P.=  A  large  heavy  paint  brush,  iron  ferrule. 
232  =  Small,  fine  bristle,  nickel  ferrule. 

1335  =  Large,  fine  bristle,  iron  ferrule. 

Quite  a  material  increase  will  be  noticed  since  the  year  1890.  The  dividends  of 
the  combination  for  several  years,  together  with  the  value  of  their  stock,  shows  a 
corresponding  increase.  For  example,  from  1894  to  1898  their  stock  was  quoted  in 
Berlin  as  follows:  1894,  130.30;  1895, 140;  1896,  157;  1897,  167.30;  1898,  164.60;  their 
dividends  from  1889  to  1899  were  as  follows:  7£,  8£,  6,  6£,  8,  9, 10,  10,  10,  and  11  per 
cent. 

The  combination  of  lava  gas-burners,  composed  of  5  separate  establishments,  has 
control  of  all  the  raw  material,  as  well  as  some  of  the  patents,  thus  giving  them  a 
complete  monopoly  in  certain  lines.  If  this  combination  were  in  the  form  of  a 
corporation,  its  power  would  be  absolute.  As  it  is,  instead  of  being  really  a  single 
corporation,  it  consists  of  several  agreements  among  themselves,  which  have  been 
made  at  different  times  and  along  different  lines.  In  some  instances  they  divide 
sales;  for  example,  2  of  the  the  companies  have  agreed  that  they  will  sell  the  same 
quantity  in  the  United  States.  One  company  agrees  to  send  none  of  its  products  into 
France,  and  so  on.  The  agreements  have  resulted  in  a  decided  increase  in  prices 
and  a  corresponding  increase  in  profits.  On  the  whole,  they  say,  however,  they  have 
attempted  to  keep  their  prices  steady.  They  claim  that  they  have  been  forced  to 
raise  their  prices  owing  to  increased  expenses  of  material,  or  wages,  etc.,  but  they 
add,  at  the  time  of  latest  information  in  the  fall  of  1900,  that  they  expect  soon  to 
raise  the  price  again.  The  course  of  prices  for  the  last  few  years  is  as  follows:  For 
lava  tips,  No.  113 — the  principal  kind — 1894-95,  1.15  marks  per  gross;  1896-97,  the 
same;  1897-98,  1.25;  1898-1900,  1.40,  with,  as  was  stated,  an  increase  to  follow. 

The  members  of  this  combination  feel  confident  that  their  contracts  are  enforce- 
able. They  agreed  upon  a  penalty  for  their  violation  and  would  expect  the  courts 
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to  enforce  its  payment.  Provided  the  penalty  should  be  placed  too  unreasonably 
high,  far  beyond  the  possibility  of  injury  from  violation  of  the  contract,  it  might  be 
that  the  courts  would  enforce  only  a  reasonable  penalty.  In  certain  cases  they  have 
deposited  securities,  signed  acceptances,  for  forfeit. 

The  ultramarine  manufacturers,  a  corporation  to  which  attention  has  already  been 
called,  has  had  its  chief  gain  from  its  control  of  prices.  Before  the  combination 
was  made,  prices  went  steadily  down.  Since  then  prices  have  been  fairly  stable,  with 
a  tendency  upward. 

We  have  already  seen  from  the  study  of  the  way  in  which  the  spirits  combination 
was  put  together  that  its  power  over  prices  is  very  complete.  The  purpose,  how- 
ever, of  that  combination,  it  was  claimed,  was  not  to  increase  prices,  but  to  hold  them 
moderate  and  to  make  an  effort  to  increase  as  widely  as  possible  the  consumption, 
thus  to  secure  the  main  profits  through  extension  of  the  business  and  security  of 
sale  against  unreasonable  competition  rather  than  through  any  actual  increase  in 
price. 

From  the  form  of  organization  of  the  sugar  combination,  as  that  was  explained, 
it  will  be  seen  that  there  was  a  deliberate  intention  of  securing  to  the  raw-sugar 
manufacturers  a  steady  adequate  return  for  their  investment  by  a  bounty  paid  by 
the  refiners,  which  would,  under  ordinary  circumstances,  compel  the  refiners  to 
insist  upon  inland  prices  considerably  above  competitive  rates.  Of  course  export 
prices  would  be  determined  by  the  world  market,  and  if  the  world  market  price 
should  go  either  very  low  or  very  high,  that  fact  would  also  take  the  fixing  of  the 
prices  for  the  inland"  consumers  out  of  the  hands  of  the  combination.  Under  what 
might  be  considered  normal  conditions,  however,  it  is  fair  to  say  that  the  inland 
sugar  price  for  both  refined  and  raw  sugar  has  been  placed  considerably  higher  than 
it  would  be  under  competitive  conditions,  and  that  this,  with  of  course  the  inten- 
tion of  keeping  prices  steady,  has  been  a  matter  of  deliberate  purpose. 

The  managers  of  the  other  two  or  three  most  important  combinations,  the  several 
iron  combinations,  and  the  coal  combinations  state  that  it  has  been  their  purpose  to 
keep  prices  steady,  to  insure  a  moderate  profit  to  the  investors,  and  particularly  to 
keep  their  works  steadily  employed,  so  that  the  wage-earners  will  be  sure  of  fair  and 
steady  wages.  During  the  period  of  the  extraordinary  demand  for  iron  products  of  the 
last  two  or  three  years  there  has  been,  to  be  sure,  a  considerable  increase  in  prices.  The 
consumers,  and  even  for  that  matter  the  managers  of  some  of  the  other  larger  com- 
binations, have  not  hesitated  to  say  that  they  thought  that  the  iron  combinations 
were  fixing  prices  so  high  that  they  were  securing  rather  abnormal  profits;  that  the 
prices  were  to  a  considerable  extent  monopolistic  and  hardly  justified  by  the  condi- 
tions of  the  business.  On  the  other  hand,  the  managers  of  the  combinations  have 
stated  that  the  increase  in  price  has  been  due  chiefly,  as  has  been  claimed  in  the 
United  States,  to  the  extraordinary  demand.  They  say  that  they  might  have  increased 

E  rices  in  special  cases  far  more  than  they  have  done,  and  that,  on  the  whole,  they 
ave  rather  checked  the  speculative  increase  in  price  which  might  be  expected  from 
tin-  conditions  of  the  last  two  years. 

It  is  probable  that  there  has  been  far  more  discussion  regarding  the  influence  of  the 
coal  syndicate  upon  prices  than  concerning  the  influence  of  any  other  combination. 
Coal  beluga  material  used  almost  universally  in  the  production  of  other  lines  of 
goods,  of  course  affects  all  other  industries,  and  in  consequence  its  price  has  a  very 
wide-reaching  influence. 

As  was  said  in  the  discussion  regarding  popular  feeling  in  Germany  concerning  syn- 
dicates, there  has  been  during  the  past  two  or  three  years  much  complaint  regarding 
the  coal  syndicate.  Various  chambers  of  commerce  have  thought  best  to  make  cer- 
tain investigations  of  the  subject  through  the  holding  of  meetings  at  which  manufac- 
turers could  express  their  opinion.  Numerous  articles  in  the  periodicals  and  members 
of  legislatures  have  likewise  attacked  the  syndicate. 

On  the  other  hand,  the  syndicate  has  found  not  a  few  defenders.  The  technical 
periodicals,  generally  speaking,  are  on  the  side  of  the  syndicate,  and  claim  that, 
although  prices  have  increased,  the  increase  has  been  due  to  the  very  large  demand 
for  coal,  and  that  they  would  normally  have  increased  much  more  had  not  the  syn- 
dicate found  it  advisable  to  hold  them  steady  and.  relatively  speaking,  low.  As  has 
been  seen,  the  Prussian  minister  of  commerce  has  not  hesitated  to  speak  openly  in 
the  Landtag  on  the  subject,  and  to  state  that  in  his  judgment  the  action  of  the  coal 
syndicate  had  prevented  an  extraordinary  rise  with  later  a  sudden  fall  of  prices;  and 
he  seems  to  believe  that  to  the  syndicate  is  doe  the  credit  of  preventing  a  crisis  in 
the  coal  trade,  with  corresponding  injury  to  the  workingmen. 

The  managers  of  the  coal  syndicate  themselves  do  not,  of  course,  deny  that  prices 
have  increased.  They  claim',  however,  that  they  might  well  have  increased  their 
prices  much  more  than  they  have  thought  it  wise  to  do.  The  demand  has  been  HO 
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great  that,  it  has  been  utterly  impossible  for  them  to  meet  it  in  full,  although  they 
have  endeavored  to  see  to  it  that  orders  were  filled  rapidly  enough  so  that  there 
should  be  no  check  in  production  along  any  line.  In  many  cases  when  they  have 
refused  to  fill  in  full  orders  received  it  has  been  because  they  have  believed  that  the 
purchasers  were  endeavoring  to  buy  for  speculative  purposes,  with  the  intention  of 
reselling  part  of  their  purchases  at  higher  rates,  or  that  they  were  intending  to  store 
up  for  future  needs  a  much  larger  amount  than  was  necessary.  They  claim  for  this 
slow  delivery  really  great  credit  in  keeping  prices  steady  and  as  low  as  they  have 
been,  believing  that  under  a  competitive  system  prices  would  have  been  very  much 
higher.  The  experience  of  the  seventies  and  eighties  seems  to  show  that  this  claim 
of  theirs  is  not  without  foundation. 

Another  reason  for  failure  to  supply  consumers  promptly  is  that  at  times  for  com- 
paratively short  periods  there  has  been  lack  of  transportation  facilities.  During  the 
time  of  the  delivery  of  sugar  beets  it  has  been  difficult  to  secure  as  many  cars  as  were 
necessary,  and  in  one  or  two  cases,  owing  to  storms,  the  railroads  have  for  several 
days  at  a  time  been  unable  to  supply  their  needs  for  cars.  In  one  or  two  instances, 
in  consequence  of  this  failure  on  the  part  of  the  railroads,  some  manufacturing  estab- 
lishments have  l>een  compelled  to  shut  down  for  very  brief  periods  from  lack  of  coal, 
when  their  demands  would  have  been  met  so  far  as  the  coal  syndicate  had  anything 
to  do  with  the  matter. 

They  do  not  deny  that  they  might  have  increased  their  output  somewhat  more 
rapidly  than  they  have  done,  although  there  has  been  a  decided  increase  in  the 
output  by  opening  new  mines  or  extending  gradually  the  capacity  of  their  present 
mines.  A  more  rapid  increase,  however,  would  have  involved  the  investment  of 
large  additional  sums  in  equipping  the  plant,  which  they  did  not  think  would  be 
needed  after  the  present  extraordinary  demand  had  passed,  and  which  would  in 
consequence  be  an  unwise  investment.  Moreover,  such  action  on  their  part  would 
have  led  them  to  engage  hundreds,  possibly  even  several  thousands,  of  additional 
workingmen,  who,  when  the  extraordinary  demand  had  passed,  would  be  thrown 
out  of  employment.  Under  conditions  existing  in  Germany,  with  their  relatively 
speaking  low  rates  of  wages,  they  feel  that  such  action  on  their  part  would  not 
be  justified.  Public  opinion  will  not  permit  in  Germany,  so  readily  as  in  America, 
the  discharge  of  large  numbers  of  men  on  short  notice.  It  is  their  claim,  therefore, 
that  their  course  of  procedure  has  been  not  merely  conservative,  but  decidedly  in 
the  interests  of  the  public,  and  in  the  long  run,  since  they  thereby  have  averted  a 
crisis  in  the  coal  trade,  doubtless  in  their  own  interests  also. 

The  following  table  gives  the  prices  per  ton  of  coal  in  one  mine  for  a  period  of  many 
years.  It  will  l>e  noted  that  in  the  seventies  prices  were  very  much  higher  than 
even  at  the  present  time,  and  that  even  in  the  early  nineties  for  two  or  three  years 
they  were  higher  than  now,  but  that  during  the  existence  of  the  coal  syndicate,  and 
especially  during  the  last  years,  there  has  been  a  steady  increase  in  price. 

Selling  price,  per  ton,  of  the  Gelsenkirchener  Bergwerks-Aktien-Gesellschaft  (mining 

corporation). 


1873 

Marks. 
15  19 

1882 

Marks. 
5  96 

1891 

Marks. 
9  59 

1874 

13.30 

1883 

5.99 

1892 

8.22 

1875 

9.55 

1884 

6.00 

1893 

6.91 

1876 

8.15 

1885 

5.98 

1894 

7.03 

1877 

6.33 

1886 

6.00 

1895 

7.30 

1878 

5.78 

1887 

5.79 

1896 

7.  43 

1879 

5.35 

1888 

5.71 

1897 

8.01 

1880 

5  90 

1889 

6  43 

1898 

8  52 

1881.. 

6.03 

1890.. 

9.52 

1899. 

8.89 

For  many  years  in  the  past  there  has  been  a  steady  increase  in  the  amount  of  coal 
that  has  been  put  upon  the  market,  and  it  is  not  noticeable  that  there  has  been  any 
check  whatever  in  this  increase,  owing  to  the  formation  of  the  syndicate.  The  increa.se 
in  price,  therefore,  can  hardly  be  said  to  come  from  any  absolute  lessening  of  the 
production,  even  though  there  seems  to  be  a  coal  famine,  owing  to  the  extraordinary 
increase  in  the  demand. 

The  percentage  of  the  entire  amount  mined  and  sold  to  the  public  by  the  syndicate 
has  also  steadily  increased,  a  fact  which  seems  to  prove  again  that  the  syndicate  as 
such  has  not  restricted  production  for  the  sake  of  increasing  prices  more  than  have 
the  independent  producers. 

They  have  also  claimed  that  in  some  cases  the  very  high  prices  were  made  by  the 
dealers.  An  investigation  made  by  a  committee  appointed  by  the  United  Rhenish- 
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Westphalian  Chamber  of  Commerce  proves  this  in  certain  instances  beyond  ques- 
tion. To  prevent  the  continuance  of  this  abuse,  the  syndicate  agreed  with  the 
committee  to  make  a  tetter  classification  of  qualities  and  to  control  the  dealers.  If 
they  ask  too  much  the  syndicate  is  to  fine  them  10  marks  a  ton,  or  even  stop  selling 
to  them,  in  case  of  dispute  the  Chamber  of  Commerce  of  Essen  to  give  a  decision. 
In  larger  places,  too,  the  syndicate  has  started  branches  to  make  sales  direct,  and  it 
expects  to  extend  this  system.1 

The  larger  part  of  the  output  of  the  coal  syndicate  has  been  for  home  consumption, 
but  for  several  years  it  has  steadily  exported  part  of  its  product,  some  15  to  16  per  cent. 
This  has  been  exported  mainly  in  competition  with  English  coal,  and  has  in  conse- 
quence had  to  meet  English  prices. 

The  iron  syndicates  also  have  been  able  to  enter  the  foreign  market  in  competition 
with  England.  Whenever  they  have  had  what  has  seemed  to  them  a  surplus  of  prod- 
uct at  home  they  have  in  individual  cases  paid  out  of  the  syndicate  funds  a  bounty 
to  exporters.  This,  of  course,  as  in  the  case  of  the  coal  industry,  has  in  many  cases 
been  criticised  by  the  consumers,  but  the  iron  manufacturers  themselves  claim  that 
in  order  to  keep  their  works  running  to  their  full  capacity  it  has  been  necessary  to 
export  this  surplus,  and  that  on  the  whole  the  cost  of  production  has  been  thereby 
so  much  lessened  that  home  consumers  have  probably  paid  no  more  than  would  have 
been  the  case  had  these  goods  not  been  exported  at  lower  prices. 

THE  TARIFF. 

The  tariff  policy  of  Germany  has  been  substantially  the  same  as  that  of  Austria. 
It  has  l>een  the  intention  to  levy  a  duty  distinctly  for  purposes  of  protection,  although 
the  Government  in  passing  the  tariff  laws  seems  generally  to  have  endeavored  to  keep 
the  rate  low  enough  so  that  there  could  not  be  material  abuses  in  the  way  of  pushing 
prices  too  high  on  the  part  of  the  protected  industries.  The  manufacturers,  how- 
ever, make  no  pretense  of  not  making  use  of  the  tariff  in  fixing  their  prices.  The 
policy  was  stated  distinctly  in  an  address  before  the  iron  miners  of  Upper  Silesia  in 
Noveml>er,  1895,  as  follows:  "We  demand  a  moderate  protection  for  German  labor. 
( iermany  has  been  made  heretofore,  on  account  of  our  wide-open  door  for  import, 
the  dumping  ground  for  the  overproduction  of  foreign  countries.  It-has  been  this 
Hooding  of  Germany  with  the  surplus  of  foreign  lands  that  has  depressed  our  prices 
and  checked  the  course  of  development  of  our  industries  and  the  improvement  of  our 
i  in  lust  rial  conditions.  Let  us,  therefore,  close  our  doors,  raise  higher  barriers,  and  seek 
to  preserve  for  German  industry  the  German  market  in  wrhich  at  the  present  time 
( irnnan  skill  and  courage  is  plundered  by  the  foreigner."  Through  their  protective 
tariff  the  Germans  have  expected,  they  say,  to  protect  their  industry  from  exploita- 
tion by  the  foreigner,  and,  on  the  other  hand,  by  combinations  of  various  kinds  to 
protect  it  against  the  extreme  competition  at  home  which  they  believe  to  be  no  less 
destructive.  They  have  claimed  repeatedly  that  it  is  not  wise  to  keep  continually  in 
mind  the  good  of  the  consumer,  but  that  while  not  losing  sight  of  the  consumer's 
welfare,  the  good  of  the  producer  must  likewise  not  be  forgotten.  That  their  pro- 
tective tariff  has  in  protecting  industry  protected  also  the  combinations  they  do  not 
deny,  but  without  hesitation  in  many  cases  they  are  ready  to  take  the  position  that 
the  combinations  are  worth  protecting  and  that  the  only  thing  necessary  is  to  pre- 
vent them  from  abusing  their  power. - 

WAGE  EARNERS. 

Attention  has  already  been  called,  in  other  connections,  to  the  statements  made 
by  managers  of  syndicates  that  one  of  their  chief  purposes  has  IK.VM  to  secure  so  reg- 
ular prices  and  such  an  adjustment  of  the  output  to  the  demand  that  labor  might  be 
kept  profitably  and  steadily  employed.  There  have  been  some  syndicates  organ- 
i/.ed,  as  lias  been  mentioned  before,  for  the  purpose  of  enabling  tfie  employers  to 
hold  their  own  somewhat  better  in  threatened  struggles  with  their  workingmen. 
Generally  speaking,  however,  in  Germany  this  has  not  been  a  cause  for  their  organi- 
zation. From  their  form  it  will  be  -ecu  that  with  rare  exceptions  they  can  not  close 
the  different  establishments,  and  that  the  syndicate  managers,  as  such,  have  nothing 
whatever  to  do  with  the  relations  between  the  laborers  and  their  employers.  Speak- 
ing generally,  it  is  not  probable  that  there  has  been  any  material  effect  upon  wages. 
In  certain  special  instances  the  effect  can  probably  be  traced.  While  there  was  in 

1  Berg  «n<l  HueUcnnmimiM-lie  Zeitun.u.  .Tammr  11.  Hull.  i> 

2  Address  by  Hr.  \V.  B.  Beuiner.  from  Stalil  unil    KNcii.  IMCi.  No.  22:  Address  of  Heir  Brefeld,  Min- 
ister of  Commerce  ami  Industry.  February  1,  HHX);  Report  of  tbe  debutes  of  the  House  of  Representa- 
tives, i>]i.  M'J,  Mt'i,  N'xl;  Liefniann.  Der  t'literiiehinerverbalide.  ]>.  ">1. 
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the  earlier  days  of  the  coal  syndicate  some  hostility  on  the  part  of  the  workers  and 
the  belief  that  they  were  being  exploited,  the  syndicate  managers  at  the  present 
time  think  that  their  course  has,  on  the  whole,  been  so  conservative  that  they  have 
convinced  the  leaders  of  the  unions  that  the  syndicate  is  in  the  interests  not  merely 
of  the  consumers,  but  also,  in  the  long  run,  of  the  workingman  as  well,  and  it  is 
thought  that  the  leading  labor  men  are  not  opposed  to  it.  Information  regarding 
the  situation  in  other  industries  is  not  so  readily  available.  The  formation  of  syndi- 
cates in  Germany,  naturally,  as  elsewhere,  has  led,  on  the  part  of  some  of  the  Social- 
ists, to  the  belief  that  a  generally  syndicated  industry  is  but  the  forerunner  of  the 
socialistic  state;  but  here,  as  elsewhere,  the  expression  of  this  belief  seems  to  have 
been  limited  to  the  Socialists,  and  to  have  made  no  material  impression  upon  thinkers 
and  writers  generally. 

THE  LAW  REGARDING  COMBINATIONS. 

In  Germany  the  law,  so  far  as  it  concerns  combinations,  seems  to  be  more  favora- 
ble than  in  any  other  of  the  prominent  manufacturing  countries.  As  we  have  seen, 
the  common  law  in  England  and  in  the  United  States  has  been  interpreted  rather 
strictly  on  the  subject  of  monopolies.  In  the  United  States  the  common  law,  as 
supplemented  by  our  statutes,  has  even  been  interpreted  to  mean  that  restrictions  in 
restraint  of  trade  were  to  be  considered  illegal,  even  though  they  were  not 
unreasonable. 1 

The  English  courts  seem,  on  the  whole,  to  have  taken  the  position  that  restrictions 
in  partial  restraint  of  trade,  particularly  where  the  object  has  been  tather  to  prevent 
ruinous  competition  and  secure  living  rates  than  to  maintain  a  monopoly,  may  be 
legal.2  In  Germany  the  courts  have  gone  even  further.  In  a  case  decided  in  1897,3 
it  was  distinctly  held  that  the  ordinary  form  of  contract  made  in  the  organization  of 
a  German  combination,  by  which  a  manufacturer  had  agreed  to  sell  his  product 
exclusively  through  the  joint  selling  agency  under  penalty  of  a  fine,  was  legal  and 
enforceable.  The  purpose  of  the  combination  had  been  stated  to  be  to  prevent  in 
future  ruinous  competition  among  the  members  and  to  obtain  an  adequate  price  for 
their  product.  One  court  decided  that  the  combination  had  no  legal  standing  to 
bring  the  claim,  but  the  higher  courts  held  otherwise.  The  court  says  this:  "  When 
in  a  branch  of  industry  the  prices  of  a  product  fall  too  low,  and  the  successful  con- 
duct of  the  industry  is  endangered  or  made  impossible,  the  crisis  setting  in  as  the 
result  of  such  a  state  of  affairs  is  detrimental,  not  only  to  individuals,  but  also  to 
society  as  a  whole;  and  it  is,  therefore,  in  the  interests  of  the  community  that  improp- 
erly low  prices  should  not  exist  in  a  certain  branch  of  industry  for  a  long  time.  The 
legislative  bodies  have  often,  and  up  to  recent  times,  attempted  to  obtain  higher 
prices  for  certain  products  by  the  introduction  of  protective  tariffs.  Therefore  it  can 
not  be  simply  and  generally  considered  as  contrary  to  the  interests  of  the  community 
when  entrepreneurs  interested  in  a  certain  branch  of  industry  unite  with  the  object 
of  preventing  or  moderating  the  mutual  underselling,  and,  as  a  result  of  the  latter, 
the  fall  of  prices  of  their  products.  On  the  contrary,  when  prices  are  for  a  long  time 
actually  so  low  that  financial  ruin  threatens  the  entrepreneurs,  their  combination 
appears  to  be  not  merely  a  legitimate  means  of  self-preservation,  but  also  a  measure 
serving  the  interests  of  the  community.  The  formation  of  syndicates  and  cartels  of 
the  kind  here  discussed  is,  also,  on  many  sides  thought  to  be  a  means  particularly 
suited  to  render  great  service  for  the  adequate  progress  of  the  whole  economic  life  of 
society,  in  so  far  as  it  prevents  uneconomical  working  at  a  loss,  overproduction,  and 
the  catastrophes  connected  with  it."  And  further  as  follows:  "The  regulation  >f 
the  industrial  law  (according  to  which  everybody  is  guaranteed  the  individual  right 
to  carry  on  any  business  to  his  liking,  in  so  far  as  the  law  does  not  prescribe  or  allow 
exceptions  and  limitations)  is  not  to  be  interpreted  that  no  one  can  subject  himself 
by  a  contract  to  any  limitation  as  to  where  and  how  to  carry  on  a  business.  That 
this  is  not  the  meaning  of  section  1  of  the  industrial  law  has  been  recognized  by  the 
imperial  court  in  repeated  decisions  by  affirmative  answers  to  the  question  whether 
the  so-called  suppression  of  competition  is  consistent  with  law,  adding  that  through 
such  contracts  the  industrial  freedom  of  the  individual  is  to  be  restricted,  but  not 
taken  away  forever,  wholly  or  in  part." 

From  this  decision,  given  in  full  in  Appendix  V,  p.  197,  and  also  from  the  later 
decision  regarding  the  coal  syndicate,  translated  in  Appendix  VI,  it  will  be  seen  that 
in  Germany  the  formation  of  syndicates  for  the  purpose  of  keeping  up  prices  and 
regulating  production  is  favored  by  the  courts  as  well  as  by  the  Government. 

1  United  States  r.  Addyston  Pipe  and  Steel  Company  et  al.,  175  U.  S.,  211,  and  elsewhere. 

2  Mogul  Steamship  Co.  r.  McGregor,  Gow  &  Co.,  1892,  App.  Cases,  25. 

3  VI  OiviNenat.  Urt.,  v.  4.  Februar,  1897,  i.  S.  E.  (Bekl.),  w.  den  Sachsischen  Holzstoff-Fabrikanten- 
Verband  (XI),  Rep.  VI,  307-396. 
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As  regards  corporations  the  German  company  law  passed  in  1884  practically 
removes  all  possibility  of  abuses  from  stock  watering  or  from  secret  or  fraudulent 
methods  of  promoters  of  companies;  so  that  if  the  desire  to  give  to  the  combinations 
the  more  compact  form  of  single  corporations  should  become  prevalent,  there  need 
be  little  fear  of  any  of  these  abuses  arising  in  Germany  which  have  been  so  common 
in  the  United  States,  and  to  a  somewhat  less  degree  in  England. 

It  is  expected  that  property  of  full  value  shall  represent  the  paid-up  capital  of  the 
company.  The  adequacy  of  the  value  of  the  property  is  provided  for  as  follows: 
(a)  Matters  relating  to  the  history  of  the  formation  of  the  company  must  be  inserted 
into  the  articles  of  incorporation;  (b)  promoters  must  make  a  report  on  the  promotion 
transaction,  for  the  accuracy  and  completeness  of  which  they  are  civilly  and  criminally 
liable;  (c)  certain  provisions  require  the  members  of  both  boards  of  the  company  to 
examine  into  the  circumstances  of  its  formation;  (d)  provisions  require  an  examina- 
tion in  certain  cases  by  independent  auditors.  Furthermore,  the  articles  give  all  details 
regarding  persons  from  whom  the  company  is  to  buy  property  and  the  nature  of  the 
consideration  for  which  shares  are  issued,  these  facts  being  given  in  detail.  If  a 
company  takes  over  a  whole  business,  the  results  of  the  trading  of  that  business  for 
the  2  preceding  years  must  be  given,  and  all  transactions  which  led  to  the  ultimate 
sale  of  the  property  must  be  mentioned,  with  all  prices  paid  within  the  2  preceding 
years  for  the  purchase  of  any  part  of  such  property. 

Profits  of  promoters  must  l>e  derived  from  the  premium  at  which  the  shares  are 
sold  to  the  public.  Experience  shows  that  they  have  not  been  so  high  as  those  of 
English  or  American  promoters,  but  they  have  been  enough  to  stimulate  enterprise, 
and  they  are  perfectly  open. 

Detailed  reports  after  organization  are  so  provided  for  that  there  can  be  little  ques- 
tion as  to  a  sufficient  knowledge  of  the  business  being  given  to  the  stockholders.  If 
on  the  drawing  up  of  any  balance  sheet,  annual  or  otherwise,  it  appears  that  one-half 
of  the  company's  capital  has  been  lost,  the  board  of  directors  must  immediately 
summon  a  meeting  of  the  stockholders,  to  whom  the  state  of  facts  has  to  be  sub- 
mitted; and  if  at  anytime  such  a  balance  shows  that  the  liabilities  of  a  company 
exceed  its  assets  the  board  must  institute  bankruptcy  proceedings  without  delay. 

These  rigid  proceedings  and  others,  given  in  detail  in  Part  II  under  the  German 
companies  act,  do  not  seem  to  have  hampered  enterprise  unduly,  as  the  formation 
of  new  companies  has  been  progressing  in  a  very  rapid  way  since  the  passage  of  the 
law.  In  fact,  the  stringency  of  the  law  has  apparently  favored  sound  enterprise, 
although  the  dishonest  or  even  reckless  formation  of  corporations  has  been  practically 
stopped. 


APPENDIX  la. 

COPY  OF  THE  AGREEMENT  BETWEEN  THE  JOINT  STOCK  COM- 
PANY, THE  RHENISH-WESTPHALIAN  COAL  SYNDICATE,  AND  THE 
MINING  COMPANIES  BELONGING  TO  THE  SYNDICATE  AS  WELL 
AS  THE  AGREEMENT  OF  THESE  LATTER  AMONG  THEMSELVES. 

[Entered  into  and  unanimously  accepted  in  agreement  before  a  notary  the  31st  of  July  and  20th  of 

September,  1895.] 

By  act  before  a  notary  of  the  16th  to  the  19th  of  February,  1893,  the  Rhenish- 
Westphalian  Coal  Syndicate  on  one  side  and  the  undersigned  mining  companies  on 
the  other  side  have  come  to  an  agreement,  the  object  of  which  is  to  do  away  with 
unsound  competition  upon  the  coal  market. 

In  the  same  agreement  the  mining  companies  taking  part  have  mutually  obligated 
themselves  to  come  together  at  the  meetings  provided  by  agreement  and  to  be  sub- 
ject to  the  resolutions  of  the  same  as  well  as  to  the  decisions  of  the  organs  placed  in 
authority  over  the  union  (council  and  commission)  in  cases  to  be  stated  definitely 
later. 

This  agreement,  to  which  reference  is  here  made,  will  close  on  the  1st  of  March, 
1898. 

It  is  now  the  unanimous  will  of  all  taking  part  in  the  agreement  to  lengthen  the 
duration  of  the  union  to-day  and,  holding  fast  to  the  above-mentioned  general  obli- 
gation, to  give  to  the  agreement  now  the  following  altered  form: 

A. 

1.  The  meetings  of  the  mine  owners  are  to  take  place  as  necessity  requires;  the 
council  of  the  Rhenish-Westphalian  Coal  Syndicate  decides  when  such  a  need  exists. 
Otherwise  a  meeting  of  mine  owners  can  be  called  at  once,  when  mine  owners  who 
represent  one-fifth  of  the  entire  number  of  votes  propose  this  in  writing  to  the  board 
of  directors. 

2.  In  the  meetings  each  mine  owner  has  1  vote  for  every  complete  10,000  tons 
assigned  to  him  as  his  share  of  the  total  production. 

3.  In  the  meetings  of  mine  owners  a  quorum  is  present  when  three-fourths  of  all 
the  votes  are  represented.     In  case  of  a  meeting  at  which  a  quorum  is  not  present,  a 
new  meeting  must  be  called  in  the  manner  to  be  designated  later,  which  is  then 
regarded  as  a  quorum  without  regard  to  the  number  of  votes  represented.     This, 
however,  must  be  especially  stated  in  the  invitation  (summons)  to  the  second  meeting. 

4.  The  chairman  of  the  council  conducts  the  meetings  of  the  mine  owners,  or  one 
of  his  substitutes,  or  in  the  case  of  the  inability  of  the  latter  to  serve,  a  chairman  is 
elected  by  the  meeting. 

5.  In  the  meetings  of  mine  owners  only  the  legitimate  representative  of  each  min- 
ing company,  or  in  the  case  of  his  inability  to  serve,  an  officer  of  the  company  accred- 
ited, with  full  power,  is  permitted  to  take  part.     Representation  through  third  parties 
is  not  permitted. 

6.  The  meetings  of  the  mine  owners  are  to  be  appointed  by  the  board  of  directors 
of  the  Rhenish-Westphalian  Coal  Syndicate,  and  each  member  must  be  invited  to 
the  meetings  at  least  3  days  beforehand  by  registered  letter,  containing  the  order  of 
proceedings  at  the  meeting. 

7.  The  day  of  the  sending  of  the  letter  is  counted  as  the  first  day,  and  the  receipt 
for  the  registered  letter  given  at  the  post-office  furnishes  ample  proof  therefor. 

8.  The  meetings  of  the  mine  owners  take  place  at  the  neat  of  the  Rhenish-West- 
phalian Coal  Syndicate  or  at  a  place  to  be  determined  by  the  council. 

9.  The  chairman  opens  and  closes  meetings,  names  2  tellers  of  votes,  and  conducts 
proceedings. 
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10.  Minutes  of  the  proceedings  are  kept,  which  are  to  be  signed  by  the  chairman, 
the  tellers  of  votes,  and  those  members  who  wish  to.     To  the  minutes  a  duly  certi- 
fied list  of  the  members  present  and  represented,  together  with  the  number  of  their 
votes,  is  to  be  added  by  the  chairman. 

11.  A  copy  of  the  minutes  will  be  furnished  to  every  member. 

12.  The  minutes  are  to  be  accepted  as  highest  authority  by  the  members. 

13.  The  powers  vested  in  the  meetings  of  mine  owners  are,  as  far  as  special  deci- 
sions have  not  been  made  in  the  past  or  shall  not  be  made  in  the  future,  as  follows: 

(1)  Appointment  of  the  council. 

(2)  Choice  of  the  members  of  the  commission  whose  duty  it  is  to  settle  the  num- 
ber of  shares  of  production  belonging  to  each  member  at  the  foundation  of  the 
syndicate. 

(3)  Decisions  concerning  possible  reduction  of  production  to  be  made  for  a  shorter 
or  longer  time  at  the  motion  of  the  board  of  directors. 


Settlement  of  the  indemnity  or  premium  for  excess  or  shortage  of  production. 

Decision  in  regard  to  admitting  new  members. 

Settlement  of  the  number  of  shares  owned  by  each  of  the  mine  owners  of  the 


company. 

B.  THE  COUNCIL. 

1.  Every  mine  owner  of  each  group  of  mining  companies  has  the  right  for  every 
share  in  the  production  of  1,000,000  tons  to  name  a  member  of  the  council  as  well 
as  a  substitute  for  the  same. 

2.  The  members  of  the  council  and  their  representatives  must  be  appointed 
annually  in  the  first  meeting  of  the  mine  owners  and  must  be  chosen  from  the 
iiicint)ers  of  the  administrative  forces  of  the  companies. 

3.  The  council  chooses  annually  at  its  first  meeting  a  chairman  and  3  vice  chair- 
men (substitutes). 

4.  The  council  has  the  right  to  appoint  committees  for  the  settlement  of  particular 
questions;  moreover,  it  regulates  its  own  proceedings  itself. 

C.  THE  COMMISSION  FOR  THE  SETTLEMENT  OF  THE  SHARE  OF  PRODUCTION  ASSIGNED 

TO  EACH. 

1.  The  commission  is  to  consist  of  4  members — 2  mining  experts,  a  merchant,  and 
a  member  of  the  board  of  directors  of  the  Rhenish- Westphalian  Coal  Syndicate;  the 
first  are  elected  annually,  in  double  number,  with  a  term  of  office  lasting  until  the 
first  meeting  of  the  following  calendar  year;  likewise  2  mining  experts  and  2  mer- 
chants, chosen  by  the  meeting  of  mine  owners.     (See  A,  2.) 

2.  If  a  member  withdraw  during  his  period  of  office,  the  meeting  of  mine  owners 
appoints,  at  the  next  monthly  meeting,  another  member  for  the  remainder  of  his 
torn). 

3.  The  council  chooses  for  a  given  case  only  such  members  to  take  part  in  a  decision 
as.  according  to  its  best  judgment,  are  associated  neither  as  officers,  shareholders,  nor 
workmen  in  the  mining  company  interested. 

4.  Whenever  the  members  of  the  commission  do  not  fulfill  the  above  stated  condi- 
ti»ns  in  any  Driven  case,  the  council  has  the  right  to  appoint  other  members  for  this 
case. 

5.  A  majority  of  votes  of  the  members  of  the  commission  is  required  to  pass  a 
measure;  in  case  of  a  tie  the  chairman  of  the  council  has  the  deciding  vote. 

SECTION  1. — General  purchase  and  exceptions  thereto. 

1.  The  undersigned  mine  owners  sell  their  collective  products  of  coal,  coke,  and 
briquets  to  the  Rhenish-Westphalian  Coal  Syndicate,  which  in  turn  takes  upon  itself 
the  obligation  of  the  disposal  and  further  sale  of  the  same  according  to  the  agree- 
ments entered  into. 

2.  Excepted  from  further  sale  through  the  syndicate  are  the  following: 

(<t)  The  coal,  coke,  and  briquets  demanded  for  their  own  needs,  e.  g.,  for  engine 
fuel  as  well  as  for  running  their  own  works,  such  as  coke  furnaces,  briquet  factories, 
tile  works,  and  salt  works. 

(b)  The  coal,  coke,  and  briquets  needed  in  the  local  market  (Landdfbit)  as  long  as 
neighboring  mines  are  not  regularly  supplied  therewith. 

(c)  The  coal  allowed  the  mining  officials  and  that  used  as  fuel  by  the  miners,  and 
what  is  to  In-  given  away  for  benevolent  purposes. 

3.  The  quantities  of  coal,  coke,  and   briquets  used  for  purposes  mentioned  in  (a), 
(b),  and  (c)  are  subject  to  the  limitation  of  the  Rhenish-Westphalian  Coal  Syndi- 
cate.    An  account  in  figures  of  these  quantities  is  to  be  handed  in  to  them  by  the  5th 
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of  the  month  following  their  disposal,  and  these  quantities  are  to  be  counted  as  part 
of  the  quota  assigned  to  the  individual  mines;  the  settlement  of  the  price  for  the 
coal  used  in  the  "land  debit"  is  subject  to  the  acceptance  of  the  board  of  directors. 

4.  The  contracting  mine  owners  obligate  themselves  for  the  duration  of  this  agree- 
ment to  refrain  from  all  sales  of  coal,  coke,  and  briquets  to  third  parties  as  far  as 
is  not  provided  for  by  expressly  stated  exceptions,  but  rather  to  refer  every  com- 
mission coming  to  them  and  every  direct  request  immediately  to  the  Rhenish-West- 
phalian  Coal  Syndicate  and  to  leave  the  settlement  to  it.     The  Rhenish- Westphalian 
Coal  Syndicate  has  the  right,  however,  to  lay  claim  to  the  cooperation  of  any  mine 
owner  "for  the  closing  of  an  agreement  or  for  the  settlement  of  differences. 

5.  The  mine  owners  themselves  must  fulfill  the  obligations  for  shipment  entered 
into  by  the  companies  independently  before  the  1st  of  March,  1893.     This  concerns 
also  the  relation  to  the  coke  syndicate  and  to  the  briquet  selling  union  as  long  as  these 
above-mentioned  societies  exist;  however,  the  mine  owners  obligate  themselves  to 
give  an  account  of  the  quantities  of  coal  disposed  of  in  the  past  month  before  the  5th 
of  each  month  to  the  Rhenish -Westphalian  Coal  Syndicate  until  these  obligations 
have  been  satisfied;  these  accounts  are  likewise  under  the  control  of  the  Rhenish- 
AVestphalian  Coal  Syndicate,  and  the  quantities  therein  mentioned  are  charged  to 
the  quota  of  production  assigned  to  each  of  the  independent  mines. 

6.  Moreover,  the  mine  owners  are  obligated  to  hand  in  the  statements  demanded 
by  the  board  of  directors  in  regard  to  the  production  of  coal  and  the  manufacture  of 
coke  and  briquettes,  as  well  as  in  regard  to  their  market  and  consumption  at  the 
intervals  designated  by  the  board. 

7.  It  shall   be  permitted  to  the  board  of  directors  of  the  Rhenish-AVestphalian 
Coal  Syndicate  to  buy  and  sell  coal,  coke,  and  briquettes  outside  of  the  syndicate. 

SECTION  2. — Division  of  the  total  product  among  the  mines  joining  the  syndicate  and  regu- 
lation of  the  output. 

1.  As  the  basis  for  the  division  of  the  total  product  among  the  mines,  that  amount 
is  taken  which  has  been  assigned  heretofore  to  each  company  in  the  syndicate  as  its 
quota. 

2.  If  a  mine  owner  wishes  to  produce  a  greater  quantity  of  the  total  product  than 
has  been  assigned  to  him,  he  must  present  a  request  to  that  effect  to  the  Rhenish- 
Westphalian  Coal  Syndicate  6  months  in  advance. 

3.  If  in  the  opinion  of  the  board  of  directors  the  market  conditions  are  such  that 
an  increase  of  production  may  be  permitted  without  a  general  reduction  of  the  quotas 
of  production  assigned  to  other  members  of  the  syndicate,  the  necessary  arrange- 
ments are  to  be  made  by  the  commission  referred  to  under  C. 

4.  In  deciding  applications  of  this  sort  made  by  mining  plants  which  have  not  yet 
begun  production  the  commission  shall  take  under  consideration  their  general  condi- 
tion and  the  technical  possibility  of  an  increased  production;  in  the  case  of  all  other 
applications  it  must  further  consider  the  condition  of  the  coal  market.     Each  mine 
has  the  right  before  undertaking  the  opening  of  a  new  shaft  to  obtain  the  decision  of 
the  commission,  and  also,  if  need  be,  the  decision  of  the  council  on  appeal  as  to  the 
assignment  made  to  the  new  works.     In  cases  which  are  not  concerned  with  new 
shaft  workings  the  commission  is  obliged  before  passing  upon  similar  applications  of 
a  later  date  to  take  up  in  any  subsequent  reconsideration  all  applications  for  an 
increased  quota  of  production  previously  refused  where  the  technical  possibility  of 
production  had  been  determined  and  the  refusal  to  permit  the  increase  was  based 
solely  on  market  conditions.     All  such  applications  are  to  be  settled  according  to 
their  age  and  the  claims  for  recognition  they  may  possess  as  a  result  of  the  general 
condition  of  the  mine  making  them. 

5.  Within  14  days  from  the  date  it  is  rendered  appeal  may  be  made  to  the  council 
from  the  decision  of  the  committee  either  by  the  mine  owner  or  by  the  board  of 
directors  of  the  Rhenish-Westphalian  Coal  Syndicate,  said  appeal  to  be  made  by 
means  of  registered  letter.     The  decision  of  the  council  is  final. 

•  <>.  The  various  quotas  of  the  total  amount  of  production  thus  determined  go  into 
effect  on  the  1st  of  April  or  the  1st  of  October  following.  Increases  of  production 
shall  especially  always  take  effect  only  on  the  1st  of  April  or  the  1st  of  October  of 
each  year. 

7.  Each  mine  owner  is  obligated  to  deliver  the  quota  of  the  total  production  assigned 
to  him  unless  application  for  a  reduction  of  the  amount  of  his  quota  has  been  made, 
giving  4  weeks'  warning.     The  board  of  directors  is  to  give  permission  in  such  cases. 

8.  Several  mining  plants  (Schachtanlagen)  belonging  to  one  company  will  be  con- 
sidered as  a  whole  in  determining  the  quotas  of  production. 
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9.  Associations  for  the  sale  of  products  may  claim  the  same  right,  but  must  make 
application  to  this  effect  at  the  first  meeting  of  the  mine  owners  in  each  business 
year. 

10.  In  case  the  condition  of  the  market  necessitates  a  reduction  of  the  collective 
production,  a  proportional  per  cent  of  reduction  must  take  place,  according  to  the 
decision  of  the  meeting  of  mine  owners. 

11.  Whenever  the  business  is  not  proportionally  divided  among  the  associates, 
those  companies  which  have  been  allotted  a  greater  proportion  of  the  amount  sold 
have  to  pay  an  indemnity  to  the  Rhenish-Westphalian  Coal  Syndicate  upon  the 
excess  of  production  thus  occasioned,  whereas  those  companies  which  have  been 
assigned  a  smaller  proportion  of  the  amount  sold  are  to  receive  an  indemnity  from 
the   Rhenish- Westphalian    Coal    Syndicate    for    the    underproduction    occasioned 
thereby. 

12.  The  board  of  directors  of  the  Rhenish- Westphalian  Coal  Syndicate  determines 
each  month  the  under  or  over  production  resulting  from  the  general  distribution, 
reckons  according  to  that  the  part  of  distribution  coming  to  each  company,  and 
communicates  to  the  companies  every  month  in  how  great  an  amount  they  have 
exceeded  or  failed  to  come  up  to  the  production  assigned  to  them.     The  settling  of 
the  cash  account,  on  the  other  hand,  takes  place  only  at  the  close  of  the  calendar 
year  upon  the  basis  of  the  year's  distribution. 

13.  Premium  and  indemnity  for  each  ton  must  always  be  equal,  the  amount  of 
these  shall  be  determined  annually  by  the  meeting  of  mine  owners. 

14.  By  decision  of  the  mine  owners'  meeting  the  board  of  directors  can  be  given 
the  right  to  come  to  agreement  with  the  associates  for  the  purpose  of  voluntary  reduc- 
tion of  the  production. 

SECTION  3. — Determination  of  the  price  and  condition  of  shipment,  as  well  as  comparison 

of  the  accounts. 

1.  The  Rhenish- Westphalian  Coal  Syndicate  appears  in  relation  to  the  mine  owners 
as  purchaser  in  its  own  interest  and  submits  the  purchase  price  in  accordance  with 
the  agreements  of  section  5. 

2.  The  losses  which  may  possibly  occur  must  be  borne  by  the  syndicate. 

SECTION  4. 

The  board  of  directors  of  the  Rhenish- Westphalian  Coal  Syndicate  decides  the 
selling  price  and  the  conditions  of  sale,  but  must,  however,  observe  the  general  rules 
as  much  as  possible,  which  the  council  has  established  to  guide  them  in  the  determi- 
nation of  price  as  well  as  of  quality  and  kinds. 

SECTION  5. 

1.  Instead  of  the  normal  price  fixed  by  the  council,  the  board  of  directors  shall  estab- 
lish account  prices  for  all  qualities  and  kinds  for  each  mine  in  the  association  after 
giving  the  same  a  hearing.  These  form  the  purchase  price  (compare  section  3, 
division  1)  of  the  associated  companies  and  are  to  form  the  basis  of  the  monthly 
accounts  with  the  same. 

_.  An  alteration  of  the  account  prices  established  in  this  way,  as  long  as  the  coun- 
cil maintains  its  normal  prices  unaltered,  can  be  undertaken  or  requested  only  at  the 
beginning  of  the  calendar  year,  except  in  those  cases  in  which  alterations  in  quali- 
ties or  kinds  render  such  a  new  ruling  necessary. 

3.  The  associated  mine  owners  have  the  right  within  14  days  after  these  account 
prices  have  been  communicated  to  them  by  registered  letter  to  lay  a  motion  for  the 
change  of  the  same  before  the  council.     The  council  then  decides  and  from  their 
decision  there  is  no  appeal. 

4.  Whatever  the  Rhenish-  Westphalian  Coal  Syndicate  succeeds  in  gettingin  advance 
of  the  account  price  in  a  market  district  in  which  there  is  no  competition  belongs  to 
the  mine  shipping  the  goods  and  is  added  to  the  latter's  account  each  month. 

5.  Each  mine  owner  is  solely  responsible  for  the  good  and  proper  shipment  of  the 
quantity  and  kind  bought  by  the  Rhenish- Westphalian  Coal  Syndicate;  he  alone 
bears  all  charges  resulting  from  the  shipment  of  a  bad  or  unsatisfactory  quality,  or 
from  any  negligence  in  filling  the  order. 

The  board  of  directors  of  the  Rhenish-Westphalian  Coal  Syndicate  is  to  decide 
whether  such  neglect  ha?  occurred,  and  must  obtain  reliable  information  in  every 
case.  Recourse  to  the  council  against  thin  decision  is  permitted  within  14  days.  The 
decision  of  the  latter  can  not  be  appealed. 
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6.  The  accounts  sent  in  every  month  by  the  mine  owners  regarding  the  quantity  of 
coal,  coke,  and  briquet  furnished  by  themselves  are  to  be  compared  by  the  Rhemsh- 
Westphalian  Coal  Syndicate  on  the  20th  of  the  month  following  shipment. 

SECTION  6. — Raising  the  costs  of  the  business. 

To  cover  all  the  costs  of  the  business  and  to  make  up  for  a  possible  deficit  of  the 
Rhenish- Westphalian  Coal  Syndicate  a  proportional  discount  is  deducted  from  the 
monthly  accounts,  the  amount  of  which  the  council  fixes  according  to  need  at  the 
motion  of  the  board  of  directors  of  the  Rhenish- Westphalian  Coal  Syndicate. 

SECTION  7. — Control. 

The  board  of  directors  has  control  over  the  shipment  and  the  investigation  of  all 
books  and  written  documents  of  the  associates. 

SECTION  8. — Penalties. 

1.  In  case  one  of  the  contracting  mine  owners,  contrary  to  section  1  of  this  agree- 
ment, sells  coal,  coke,  or  briquettes  directly  (thus  evading  the  Rhenish- Westphalian 
Coal  Syndicate)  he  must  pay  to  the  coal  syndicate  a  fine  as  herein  fixed  of  50  marks 
for  every  ton. 

2.  Whoever  through  his  own  fault  fails  to  come  up  to  his  shipping  obligations  can 
be  made  to  pay  a  penalty,  the  amount  of  which  per  ton  of  the  quantity  not  shipped 
is  to  be  fixed  for  every  business  year  at  the  meeting  of  mine  owners. 

3.  For  any  other  disregard  of  the  arrangements  of  this  agreement  each  of  the  con- 
tracting mine  owners  obligates  himself  to  pay  a  penalty  as  herein  fixed  of  1,000 
marks  for  every  case  of  opposition  to  the  Rhenish-AVestphalian  Coal  Syndicate. 

5.  The  meeting  of  mine  owners  has  the  right,  under  particular  circumstances,  to 
moderate  the  penalty  to  100  marks  for  each  case  of  neglect. 

6.  The  announcement  of  the  penalty  must,  be  made  in  a  registered  letter. 

7.  The  fines  herein  fixed  must  be  paid  immediately  upon  demand. 

8.  In  case  payment  is  not  made  the  board  of  directors  has  the  right  to  deduct  the 
fines  from  the  accounts  of  the  mine  owners  concerned. 

9.  Together  with  the  fixed  penalty  the  Rhenish- Westphalian  Coal  Syndicate  can 
also  demand  indemnity  for  the  loss  occasioned  by  mine  owner's  negligence. 

SECTION  9. — Decisions  regarding  the  beginning  and  dose  of  the  agreement. 

The  decisions  of  this  agreement  come  into  force  on  the  1st  of  January,  1896,  and 
have  retroactive  power  over  the  relations  of  the  syndicate  to  the  companies  and  of 
the  companies  among  themselves  with  regard  to  the  contracts  for  the  shipment  of 
coal  current  on  the  1st  of  January,  1896,  especially  with  regard  to  the  account  price 
to  be  paid  to  the  mines. 

SECTION  10. 

1.  This  agreement  is  entered  into  until  the  31st  of  December,  1905,  with  the 
understanding  that,  in  case  no  one  of  the  contracting  parties  makes  opposition  to  its 
continuance  in  writing  1  year  before  its  close,  it  is  to  be  considered  as  renewed  for 
10  more  years. 

2.  The  syndicate  can  be  dissolved  at  the  expiration  of  the  first  5  years  agreed  upon, 
when  announcement  has  been  made  1  year  in  advance,  by  the  decision  of  four-fifths 
of  all  the  votes. 

SECTION  11. — Regulations  for  transition  from  old  to  new  organization  of  tlu;  syndicate. 

Those  new  independent  shaft  workings,  which  can  be  shown  to  have  been  begun 
at  the  1st  of  July,  1895,  and  have  been  announced  to  the  board  of  directors,  shall 
have  the  right  to  make  use  of  the  provision  of  the  agreement  of  February  2,  1893, 
stated  in  section  2,  division  3,  according  to  which  new  shaft  workings  are  allowed  to 
produce  a  quantity  of  400  tons  per  working  day,  and  shaft  production,  according  to 
which  double  shafts  are  regarded  as  2  workings. 

2.  The  production  thus  permitted  shall,  however,  be  justified  only  in  so  far  as  it 
can  actually  be  shown  that  it  was  attained  in  the  shaft  working  designated. 
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APPENDIX  15. 

ARTICLES  OF  ASSOCIATION  OF  THE  JOINT  STOCK  COMPANY— 
THE  RHENISH-WESTPHALIAN  COAL  SYNDICATE. 

(Statut.) 
SECTION  1. — Firm,  seat,  and  duration  of  the  association. 

The  joint  stock  company  has  the  firm  name:  Rhenish- Westphalian  Coal  Syndi- 
cate, and  has  its  seat  in  Essen-on-the-Ruhr. 
The  business  year  lasts  from  the  1st  of  January  to  the  31st  of  December. 

SECTION  2. — Object  of  the  undertaking. 

The  object  of  the  undertaking  is  the  buying  and  selling  of  coal,  coke,  and  briquets. 
SECTION  3. — Original  capital  and  shares. 

The  original  capital  consists  of  900,000  marks,  and  is  distributed  in  shares  of  300 
marks  each,  signed  by  purchaser's  name,  the  transference  of  which  is  conditioned 
ujM)ii  the  consent  of  the  association. 

For  the  transference  of  shares,  therefore,  the  consent  of  the  council  of  supervision 
and  of  the  general  meeting  is  necessary,  and  in  order  to  be  valid  such  transference 
must  have  a  declaration  designating  the  person  who  acquires  the  shares,  signed  in  a 
court  or  before  a  notary. 

SECTION  4. 

If  shares  are  lost  or  destroyed,  a  requisition  must  be  made  for  them  at  the  com- 
pany's legal  office  (so  ist  deren  Aufgebot  im  Gerichtsstande  der  Gesellschaft  nach- 
zu  suchen).  Only  after  this  requisition  has  been  made  can  a  new  share  be  drawn  up 
and  given  out. 

SECTION  5. — Organs  of  the  association. 

The  organs  of  the  association  are: 

in)  The  executive  committee. 
b)  The  council  of  supervision   (Au/sichtsrath,   corresponding  somewhat  to  our 
boards  of  directors.) 

(c)  The  general  meeting. 

SECTION  6. — The  executive  committee. 

The  executive  committee  consists  of  two  or  more  members,  who  are  appointed  by 
tin-  council  of  supervision. 

The  papers  of  the  association  are  regarded  as  validly  signed  when  under  the  firm 
name  the  signatures  of  t\vo  members  of  the  executive  committee  are  written,  or  of 
one  member  of  the  committee  and  of  an  authorized  agent. 

SECTION  7. — Council  of  miperuifdon. 

The  council  of  supervision  consists  of  nine  members,  and,  with  the  exception  of 
the  first  council,  i.s  elected  in  the  general  meeting  for  the  term  of  4  years.  Annually, 
on  the  occasion  of  the  regular  general  meeting  three  meml)er8go  out  of  office.  At 
the  start  the  names  of  those  going  out  of  office  are  determined  by  lot,  afterwards  by 
the  order  of  their  entering  upon  office.  The  chairman  casts  the  lot  in  ameetingof  the 
council  of  supervision.  Those  going  out  of  office  are  eligible  to  reelection. 

If  a  vacancy  occurs  in  the  membership  of  the  council  of  investigation,  it  is  not 
lil lee  1  until  the  next  general  meeting,  but  if  the  membership  sinks  below  five  a  gen- 
eral meeting  must  l>e  called  without  delay,  for  the  purpose  of  holding  an  election  to 
(ill  the  vacancies.  Those  elected  are  to  till  out  the  terms  of  the  members  withdrawn. 

SECTION  8. 

A  quorum  of  the  council  of  sii]>ervision  is  present  when  all  the  members  have  been 
invited  and  five  are  present. 

SECTION  9. 

The  council  of  supervision  organizes  itself  immediately  after  the  regular  general 
meeting  by  the  election  of  a  chairman  and  vice  chairman. 


172       INDUSTRIAL    COMMISSION: COMBINATIONS    IN    EUROPE. 

SECTION  10. — General  meeting. 

The  general  meeting  of  shareholders  is  called  by  the  executive  committee;  also  the 
council  of  supervision  has  the  right  to  call  such  a  meeting.  The  call  for  the  same 
by  means  of  a  written  invitation  sent  in  a  registered  letter  to  each  shareholder,  whose 
name  is  entered  in  the  book  of  shares  must  be  made  at  least  2  weeks  beforehand. 

SECTION  11. 

Every  share  entitles  its  holder  to  a  vote.  For  the  exercise  of  the  right  to  vote  the 
book  of  shares  is  authoritative. 

Representation  in  the  general  meeting  by  reason  of  private  authority  is  permitted. 
The  substitute  does  not  have  to  be  a  shareholder. 

SECTION  12. 

The  chairman  of  the  council  of  supervision,  or  his  representative,  is  also  chairman 
in  the  general  meeting,  or,  in  case  of  the  inability  of  both,  the  meeting  must  elect  its 
chairman.  The  latter  opens  and  closes  the  meeting,  appoints  two  tellers  of  votes, 
and  conducts  proceedings.  In  the  decisions  and  elections  of  the  general  meeting,  in 
case  an  exception  is  not  provided  for  by  statute,  the  absolute  majority  of  the  votes 
cast  is  sufficient. 

SECTION  13. 

The  regular  general  meeting  takes  place  annually,  within  the  first  6  months  of  the 
new  business  year.  Extraordinary  general  meetings,  with  the  order  of  the  day's 
proceedings,  can  be  called  when  the  council  of  supervision  or  executive  committee 
consider  it  necessary,  or  when  the  holders  of  one-twentieth  of  the  capital  stock  pro- 
pose this  to  the  council  of  supervision  or  executive  committee. 

SECTION  14. 

The  subjects  to  be  deliberated  upon  and  decided  at  the  general  meetings  are: 

(a)  The  year's  report. 

(b)  The  yearly  balance,  together  with  profit  and  loss  account,  as  well  as  the  formal 
discharge  of  the  executive  committee  and  council  of  supervision  from  responsibility. 

(c)  Application  of  the  clear  profit. 

( d)  The  election  of  members  of  the  council  of  supervision. 

(e)  The  election  of  revisers  of  the  accounts. 

SECTION  15. 

The  general  meeting  can  determine  alterations  of  the  statutes,  as  well  as  increase 
of  the  original  capital,  by  means  of  the  majority  stated  in  section  12,  but  whenever 
it  is  a  question  of  the  change  of  the  purpose  of  the  undertaking,  reduction  of  the 
original  capital,  dissolution,  fusion,  or  liquidation  of  the  association,  a  majority  of 
three-fourths  of  the  share  capital  is  necessary. 

SECTION  16. 

The  notarial  minutes  to  be  taken  of  the  general  meeting  need  to  be  signed  only  by 
the  chairman  and  2  shareholders,  or  by  their  representatives. 

SECTION  17. — Balance,  division  of  profit,  reserve  fund. 

The  executive  committee  is  obligated  for  every  business  year,  within  the  first  6 
months  of  the  following  year,  to  make  out  a  balance,  profit,  and  loss  account,  and  to  lay 
the  same,  together  with  a  statement  of  the  amount  of  property  and  a  report  (yearly 
report)  stating  the  general  conditions  of  the  corporation,  before  the  council  of  super- 
vision, and  with  the  remarks  of  this  council  before  the  general  meeting.  Two  weeks, 
before  the  general  meeting,  at  the  latest,  it  must  give  each  shareholder  a  copy  of  the 
plans  as  well  as  of  the  report  of  the  revisers  of  accounts. 

SECTION  18. 

At  least  the  twentieth  part  of  the  annual  clear  profit  is  to  be  placed  in  the  reserve 
fund  until  this  fund  has  reached  the  value  of  a  tenth  part  of  the  original  capital. 
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SECTION  19. — Manner  of  making  notices. 

The  notices  of  the  association  which  are  to  be  made  through  public  papers  shall  be 
made  only  through  the  Reichs-Anzeiger,  under  the  heading  "  Rhenish- Westphalian 
Coal  Syndicate"  and  with  the  signature,  —  — : — ,  "  The  executive  committee"  or 

"  The  council  of  supervision." 


APPENDIX  II. 

THE   GERMAN  SPIRITS  COMBINATION. 

(a)     ARTICLES  AND  BY-LAWS  OF  ASSOCIATION  OF  GERMAN   SPIRIT  MANUFACTURERS 
(VERWERTHUNGS-VERBAND  DEUTSCHER  SPIRITUS-FABRICANTEN) 

SECTION  1. — Headquarters. 

The  Association  of  German  Spirit  Manufacturers  has  its  headquarters  in  Berlin. 

SECTION  2. 

The  purpose  of  the  union  is  the  advancement  of  the  economic  interests  of  its  mem- 
bers by  .the  selling  in  common  of  the  spirits  produced  by  them. 

SECTION  3. — Membership. 

Every  owner  or  lessee  of  a  distillery  which  is  in  operation  in  Germany  and  every 
association  or  union  of  distillers  existing  in  Germany  can  become  members. 

Membership  is  obtained  by  a  written  declaration  of  accession,  which  must  be 
coupled  with  the  authorization  to  enter  into  the  agreement  of  association  concluded 
between  the  union  and  the  central  association  for  the  selling  of  spirits,  said  authori- 
zation to  be  granted  by  the  principal  board  of  directors  or  other  especially  designated 
persons. 

Members  of  the  selling  union  can,  regardless  of  the  fact  that  they  belong  to  the 
union,  become  members  of  associations  for  the  selling  of  spirits. 

SECTION  4. — Divisions. 

The  union  is  divided  into  divisions  according  to  the  sections  of  the  Professional 
Distillers'  Association.  For  every  20,000  hectoliters  begun  as  its  quota,1  which  have 
been  announced  as  the  amount  to  be  sold  from  its  territory  according  to  the  agree- 
ment, each  division  chooses  one  member  for  the  division  board  of  directors.  The 
elections  are  made  by  absolute  majority  of  votes  every  3  years.  Every  member  has 
as  many  votes  as  he  owns  or  operates  distilleries.  Members  can  have  themselves 
represented  at  the  elections  by  other  members  of  the  division  by  giving  a  written 
statement  of  authorization  to  such  members,  with  the  limitation  that  no  member  can 
represent  more  than  25  votes. 

The  elections  take  place  by  acclamation  in  case  there  is  no  opposition;  otherwise 
by  printed  ballots.  The  details  are  decided  by  the  order  of  business  which  the 
board  draws  up. 

When  all  the  members  of  the  selling  association  or  union  have  entered  the  union 
and  the  quota  of  the  associates  amounts  to  at  least  50,000  hectoliters,  then  the  chair- 
man of  the  association  or  union  or  another  member  of  those  to  be  elected  enters  the 
board  of  directors  of  the  division.  For  every  additional  quota  of  50,000  hectoliters 
the  association  or  union  sends  a  second  member  to  the  board  of  control  of  the 
division. 

SECTION  5. — Head  board  of  director*. 

[Board  in  control  of  the  whole  union.] 

All  tin-  division  boards  of  directors  form  the  board  in  control  of  the  whole  union, 
which  has  its  seat  at  Berlin.  This  head  board  elects  from  its  midst  by  secret  vote 
the  committee  of  distillers,  which  consists  of  7  regular  and  7  substitute  members. 

1  In  regard  to  the  distillers  not  taking  part  in  the  quota  the  decisions  of  the  preliminary  treaty 
apply. 
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Members  of  the  division  board  can  be  represented  at  this  election  by  other  mem- 
bers of  the  same  board  to  whom  they  have  given  written  authority. 

The  members  of  the  division  boards  of  directors  receive  for  their  services  in  the 
meetings  of  the  division  boards  and  head  board  of  directors,  as  well  as  for  other 
journeys  made  in  performance  of  their  duties  as  board  members,  their  daily  allow- 
ances and  traveling  expenses. 

Every  division  board,  as  well  as  the  head  board,  elects  from  its  midst  a  chairman,  a 
substitute  (vice-chairman),  and  a  treasurer,  who  is"  at  the  same  time  second  vice- 
president.  The  elections  are  decided  by  simple  majority  of  votes  when  election  by 
acclamation  does  not  occur. 

SECTION  6. — Powers  of  the  division  boards  of  directors. 

The  division  board  must  attend  to  all  affairs  concerning  the  division;  it  must  in 
particular  make  reports  in  regard  to  the  result  of  the  harvest,  the  intended  extent 
of  the  business,  possible  changes  in  the  fixing  of  the  parity  places,  and  it  must  formu- 
late proposals  for  elections  to  the  court  of  arbitrators  (Schiedsgericht);  also  it  has  to 
manage  the  property  of  the  union  assigned  to  its  division. 

A  meeting  of  the  division  takes  place  once  a  year,  in  autumn,  for  the  purpose  of  dis- 
cussing the  years'  report  and  the  reports  [in  regard  to  harvest]  to  be  made  for  the 
new  business  year,  as  well  as  taking  in  hand  the  necessary  elections  of  members  of 
the  board  of  directors  and  court  of  arbitrators. 

The  chairman  of  the  division  board  has  charge  of  calling  and  conducting  the 
meetings.  • 

SECTION  7. — Powers  of  the  head  board  of  directors. 

The  head  board  of  directors  has  charge  of  the  election  of  the  committee  of  distillers, 
of  the  making  of  reports  for  the  purpose  of  fixing  the  partial  payments  to  be  made 
to  the  distillers  according  to  section  8  of  the  agreement,  as  well  as  the  decision  of 
other  questions  put  to  it  by  the  committee  of  distillers,  [it  has  charge]  of  relieving 
the  committee  of  distillers  from  responsibility  for  the  management  of  the  property  of 
the  union  and  of  the  examination  of  the  reports  of  the  committee  of  distillers. 

The  head  board  has  at  least  one  meeting  a  year.  A  meeting  must  be  called  when  the 
boards  of  2  divisions  or  the  committee  of  distillers  desire  it. 

The  chairman  has  charge  of  calling  and  conducting  the  meeting. 

SECTION  8. — Property  of  the  union. 

The  property  of  the  union  is  made  up  as  follows:  For  every  hectoliter  of  pure 
alcohol  which  is  shipped  for  sale  in  common,  according  to  the  agreement  entered  into 
between  the  union  and  the  Central  Society  (Centrale)  for  the  Sale  of  Spirits,  a  com- 
pany with  limited  liability,  a  tax  of  5  pfennigs  at  the  expense  of  the  community 
(entire  association)  is  added  to  the  account  of  the  union  by  the  company. 

The  committee  of  distillers  has  charge  of  the  management  of  the  property. 

From  the  property  of  the  union  the  following  are  paid: 

(a)  The  business  expenses  of  the  head  board  of  directors,  including  the  traveling 
expenses  and  daily  allowances  to  be  furnished  the  members  of  the  board. 

( b)  The  part  of  the  union  property  to  be  handed  over  to  the  division  of  the  union. 

(c)  All  other  expenses  to  be  met  in  accordance  with  the  decision  of  the  chief  board 
of  directors. 

SECTION  9. — Property  of  the  divisions  of  the  union. 

The  property  of  the  divisions  of  the  union  consists  of  the  part  of  the  property  of 
the  union  which  is  granted  to  them.  This  part  consists  of  the  tax  of  1  pfennig  for 
every  hectoliter  of  pure  alcohol  delivered  for  sale  to  the  community  (of  associations) 
by  the  members  of  the  association  concerned. 

The  board  of  the  division  has  charge  of  the  division  property. 

From  the  property  of  the  divisions  of  the  union  the  following  are  paid: 

(a)  The  business  expenses  of  the  board  of  the  division,  including  the  traveling 
expenses  and  daily  allowances  of  the  members  of  the  board. 

(6)  Any  special  expenses  to  be  met  according  to  the  decision  of  the  board  of  the 
division. 

SECTION  10. — Making  of  announcements. 

Invitations  to  the  meetings  of  the  divisions  are  to  be  made  through  the  "Reichs- 
anzeiger"  and  the  "Zeitechrift  fiir  Spiritus-Industrie." 

Invitations  to  sessions  of  the  board  of  directors  and  the  committee  are  to  be  sent 
in  registered  letters  or  dispatches. 


GERMANY: — SPIRITS  COMBINATION.  175 

SECTION  11. —  Withdravring  from  membership. 

Membership  in  the  union  can  not  be  given  up  as  long  as  the  obligations  of  the 
agreement  entered  into  between  the  union  and  the  "  Centrale  "  for  the  Sale  of  Spirits, 
society  with  limited  liability,  hold  good.  Membership  does  not  cease  without  further 
proceedings  even  at  the  expiration  of  the  agreement.  Beginning  at  this  time,  how- 
i-ver,  a  member  has  the  right  to  declare  his  withdrawal  from  the  union  by  a  writ- 
ten announcement  to  the  chief  board  of  directors.  The  member  who  withdraws 
loses  all  claim  to  the  property  of  the  union. 

SECTION  12. 

At  the  expiration  of  the  agreement  added  in  the  appendix  the  chief  board  has 
the  task  of  adopting  other  measures  for  the  accomplishment  of  the  purpose  decided 
upon  in  section  2.  As  such  the  following  are  provided  for: 

(a)  Either  preparation  for  the  conclusion  of  new  agreements  with  the  same  or 
another  association;  or 

(6)  Changing  the  form  of  the  existing  agreement  so  that  the  members  can  them- 
selves sell  the  spirit;  or 

(c )  Uniting  the  existing  associations  for  the  sale  of  spirits  into  a  central  associa- 
ti»n,  giving  over  the  property  to  the  latter. 

In  case  none  of  these  measures  proves  adequate  to  the  accomplishment  of  the  pur- 
pose, the  dissolution  of  the  union  follows.  The  property  of  the  union  is  divided 
among  the  separate  divisions  according  to  the  amount  of  raw  spirits  shipped  by  each 
of  them  for  sale  in  common  during  the  last  business  year,  and  in  those  divisions  in 
which  an  association  or  union  for  the  sale  of  spirits  exists  it  falls  to  this  association 
or  union;  but  in  all  the  other  divisions  it  falls  to  the  union  of  spirit  manufacturers. 

(b)  AGREEMENT  OF  ASSOCIATION   OF  THE  CENTRAL   ASSOCIATION  FOR  THE  SALE  OF 

SPIRITS,  MARCH  29,  1899. 

[Altered  in  sections  3,  5,  and  8  by  the  decision  of  the  general  meetings  of  August  22  and  September 

30, 1899.] 

.    SECTION  1. 

There  is  hereby  established,  under  the  firm  name  Central  Association  for  the 
Sale  of  Spirits  (Centrale  fiir  Spiritus  Yerwerthung),  a  limited  liability  company, 
which  has  its  seat  at  Berlin.  The  association  is  authorized  to  found  branch  establish- 
ments. 

SECTION  2. 

Tin-  purpo.-f  i if  the  society  is  to  carry  on  business  transactions  in  alcohol  (refined 
spirits'),  spirits  and  related  products. 

SECTION  3. 

The  original  capital  <>f  the  company  consists  of  7,300,000  marks.1  Twenty-five  per 
cent  of  the  shares  are  to  lie  paid  in  at  once  in  cash;  the  remainder  is  to  be  paid  in  at  the 
decision  of  the  council  of  supervision.  The  original  shares  of  each  of  the  associates 
appear  in  the  list  found  at  the  close  of  this  agreement. 

SECTION  4. 

AaocUttea  who  do  not  pay  punctually  the  amounts  of  the  o  -initial  shares  demanded 
have  to  pay,  hi-jrinnini:  with  the  day  when  said  amounts  are  due  i  interesse  morae), 
an  interest  for  delav.  of  ti  per  cent.  Further,  paragraphs  :M  to  24  of  the  law  of  the 
20th  of  April,  ISirj,"  apply. 

SUCTION  5. 

Tin- original  shares  or  parts  of  original  shares  can  l>e  sold  only  with  the  consent 
of  the  council  of  supervision  of  the  association,  which  requires  a  written  form.  In 
the  permission  the  person  pun-liusiiii:  and  the  amount  to  lie  purchased  must  !*• 

i  In  thf  company's  nKivcinriit  of  tti<;  •_".»!  1 1  of  Marvli.  IW.i.  thr  original  capital  \va*  fixed  at  6,000,000 
marks,  in  consequence  oi  the  entranced  m  •«  associates  the  original  capita  I  was  raised  500,000  ma  rk- 
by  thr  (l<-i-isi<iii  of  tin-  irriicral  nii't-tini:  "f  AIILMI-I  •_'.'.  to  6,500,000  marks;  in  the  iiicrtintr  of  Sep- 
(•'•inlHT  :ui  it  wa- raised  900,000 marks,  to  T.-'.IKUKIO  marks. 
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exactly  designated.  The  part  purchased  and  the  part  of  original  shares  remaining 
must  be  divisible  by  1,000.*  The  demand  for  additional  payments  upon  the  original 
shares  is  not  permitted. 

SECTION  6. 

The  duration  of  the  association  shall  not  be  limited  to  a  definite  time.  The  disso- 
lution of  the  association  can  not  take  place  before  the  1st  of  October,  1908. 

SECTION  7. 

The  association  is  controlled  by — 

(1)  The  business  managers  ( Geschdftsfuhrer) . 

(2)  The  council  of  supervision  (Aufsichtsrath — corresponding  somewhat  to  a  board 
of  directors) . 

( 3)  The  general  meeting  of  the  associates. 

SECTION  8. 

The  association  is  directed  by  two2  or  more  business  managers,  who  are  appointed 
by  a  majority  vote  of  the  general  meeting,  their  appointment  being  certified  to  by 
notary. 

Together  with  these,  substitute  business  managers  and  managing  clerks  (Procur- 
isten — holding  power  of  attorney)  can  be  appointed.  These  are  to  be  appointed  by 
the  council  of  supervision. 

SECTION  9. 

The  company  is  pledged  by  the  signature  either  of  two  business  managers  or  of  one 
business  manager  and  one  substitute  business  manager,  or  of  two  substitute  business 
managers  or  of  one  business  manager  and  one  managing  clerk  (attorney),  or  of  one 
substitute  business  manager  and  of  one  managing  clerk. 

SECTION  10. 

The  council  of  supervision  consists  of  at  least  7  members,  elected  by  the  general 
meeting,  who  are  elected  in  succession  for  the  term  of  3  years  each,  and  must  be 
proprietors,  coproprietors,  members  of  the  board  of  directors  or  of  the  council  of 
supervision  of  the  transactions  mutually  entered  into  as  associates  or  former  business 
managers  of  the  company. 

For  every  member  of  the  council  of  supervision  there  is  elected  at  the  same  time 
and  for  the  same  term  of  office  a  certain  substitute  from  the  number  of  persons 
described  in  the  preceding  paragraph,  who  in  the  case  of  the  inability  of  that  mem- 
ber of  the  council  of  supervision,  serves  in  his  place  during  the  period  of  his  inability, 
and  at  the  conclusion  of  his  term  of  office  withdraws  with  him. 

Of  the  members  of  the  first  council  of  supervision,  3  members  withdraw  at  the  end 
of  3  years,  2  more  members  at  the  end  of  4  years,  the  rest  at  the  end  of  5  years.  The 
lot  which  the  chairman  casts  in  the  general  meeting,  which  takes  place  at  the  expira- 
tion of  3  years,  decides  the  order  of  withdrawal.  The  term  of  office  of  each  member 
of  the  council  of  supervision  and  of  his  substitute  lasts  until  the  election  of  his 
successor. 

In  case  that  a  member  withdraws  before  the  dose  of  his  term  of  office,  his  substi- 
tute serves  until  the  next  general  meeting.  In  the  next  general  meeting  an  election 
is  held  to  fill  the  place  of  the  member  who  has  withdrawn  until  the  close  of  his  term 
of  office. 

The  council  of  supervision  elects  annually  its  own  chairman  and  his  representative 
(in  connection  with  the  regular  general  meeting,  paragraph  12). 

If  the  chairman  and  his  representative  withdraw  from  the  council  of  supervision 
in  the  course  of  the  business  year,  the  oldest  member  of  the  council  of  supervision 
becomes  chairman  until  the  next  general  meeting. 

'The  agreement  of  the  association  in  the  form  adopted  the  29th  of  March  contained  the  following 
statement:  "Raising  the  original  capital  through  the  admission  of  new  associates  requires  the  con- 
sent of  all  the  associates,"  which  was  annulled  by  the  decision  of  the  general  meeting  of  the  ?2d  of 
August,  1899. 

2The  reading  of  the  agreement  of  the  association  in  the  form  adopted  March  29,  1899,  on  this  point 
was  as  follows:  "by  one  or  more,"  and  was  altered  to  "  by  two  or  more,"  etc.,  by  the  decision  of  the 
general  meeting  of  August  22. 
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The  council  of  supervision  is  regarded  as  a  quorum  when  at  least  5  members  are 
present.  In  case  of  a  tie  the  chairman  has  the  casting  vote. 

A  remuneration  for  their  services  can  be  granted  to  the  members  of  the  council  of 
supervision  by  a  decision  of  the  general  meeting. 

SECTION  11. 

The  general  meetings  of  the  company  are  held  in  Berlin.  They  are  called  when- 
ever the  chairman  of  the  council  of  supervision  or  the  business  managers  consider  it 
necessary.  A  meeting  must  be  called  within  2  weeks  when  associates  whose  share 
in  the  business  amounts  to  at  least  a  tenth  part  of  the  original  capital  request  that  a 
meeting  be  called,  giving  a  statement  of  the  purpose  and  reasons  therefor. 

The  chairman  of  the  council  of  supervision  or  the  business  managers  send  the  invi- 
tations to  the  general  meetings  in  registered  letters,  which  must  be  posted  at  least  5 
days  before  the  day  of  the  meeting  and  must  contain  the  order  of  business.  Ampli- 
fications of  the  order  of  business  are  allowable,  but  such  must  be  posted  at  least  48 
hours  before  the  meeting. 

The  chairman  of  the  council  of  supervision  conducts  the  general  meeting,  which  is 
regarded  as  a  quorum  regardless  of  the  number  of  associates  present,  so  far  as  no 
contrary  decision  is  made  in  this  agreement. 

Minutes  of  the  meetings  are  kept,  which  contain  only  the  motions  proposed  and 
the  decisions  arrived  at,  and  not  notes  of  discussion  by  members.  After  the  minutes 
are  read  and  accepted,  they  are  signed  by  the  chairman  and  2  associates.  A  copy  of 
the  minutes  is  furnished  to  every  associate  by  the  business  management  and  is  sent 
in  registered  letter. 

SECTION  12. 

The  business  jrear  of  the  association  extends  from  the  1st  of  October  of  one  year  to 
the  30th  of  September  of  the  following  year.  The  first  business  year  ends  on  the 
30th  of  September,  1899. 

The  balance  sheet  is  made  up  annually  for  the  1st  of  October  by  the  end  of  Novem- 
ber and  is  laid  before  the  general  meeting  to  be  called  in  the  course  of  the  month  of 
December  for  acceptance.  A  copy  of  the  balance  sheet  is  inclosed  in  the  invitation 
to  the  general  meeting  sent  to  the  associates. 

SECTION  13. 

Liquidation  takes  place  according  to  legal  regulations;  the  liquidators  are  chosen  by 
simple  niajority  of  the  general  meeting,  which  decides  upon  the  dissolution  of  the 
company. 

SECTION  14. 

Public  announcements  of  the  company  are  made  in  the  Reichsanzeiger. 

SECTION  15. 

Immediately  after  the  execution  of  the  agreement  of  the  association  and  in  the 
same  place  where  this  is  consummated  the  first  meeting  of  the  associates  is  held.  It 
decides  upon  the  number  of  members  in  the  council  of  supervision  and  elects  the 
same,  also  the  busineas  managers.  It  can,  if  all  the  associates  are  present  and  agree, 
also  make  decisions  regarding  all  other  matters  which  are  appropriate  to  the  meeting 
of  associates.  Minutes  certified  to  by  a  notary  are  to  be  drawn  up  regarding  the 
decisions  of  this  meeting,  which  is  to  elect  its  own  chairman.  Elections  and  ballot- 
ings,  if  need  be,  are  made  on  answer  to  oral  questions  directed  to  the  minutes  by  the 
chairman. 

The  extent  of  the  voting  right  of  each  associate  appears  from  the  list  of  associates 
contained  in  the  following  paragraph: 

The  same  agreements  are  to  apply  to  the  possible  further  meetings  of  the  asso- 
ciates, which  are  held  before  the  recording  of  the  company  in  the  official  register  of 
commercial  (inns  for  the  purpose  of  obviating  the  memoranda  taken  by  the  judge  of 
the  register  of  commercial  firms. 

SECTION  16. 

The  associates  contract  for  the  following  original  shares  of  the  original  capital  of 
the  company. 

Here  follows  list  referred  to  above. 

Ninety-six  firms  and  corporations,  with  the  amount  subscrilicd  hv  each;  total, 
7,300,000  marks. 
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(c)  AGREEMENT, 

Between  the  distillers  admitted  to  the  Selling  Union  of  German  Spirit  Manufacturers, 

represented  by  Messrs.  [5  representatives]  on  the  one  side, 

and 
(a)  the  Central  Spirits  Association,  corporation  with  limited  liability,  represented 

by  its  business  managers,  Messrs.  Max   Bourzutchky,  Isidor  Stern,  and  Richard 

Untucht, 
(!>)  the  associates  of  the  above-mentioned  Central  Association,  namely:  [List  of  66 

firms  and  corporations  follow]  collectively  represented  by  Messrs.  Director  Zwi- 

klitz,  etc.,  on  the  other  side, 
The  following  agreement  has  been  concluded. 

SECTION  1. — Duties  of  members. 

The  members  of  the  Selling  Union  of  German  Spirit  Manufacturers,  whose  names 
are  entered  in  the  list  bound  with  the  original  copy  (Hauptexemplar)  of  this  agree- 
ment, obligate  themselves  to  have  all  the  raw  spirit  which  will  pe  produced  during 
the  time  from  September  15,  1899,  to  September  30,  1908,  in  the  distilleries  owned 
or  leased  by  them,  sold  exclusively  by  the  Central  Association  for  the  Selling  of 
Spirits  (society  with  limited  liability)  according  to  the  conditions  agreed  upon  in 
this  treaty. 

In  case  a  member  of  the  Selling  Union  of  German  Spirit  Manufacturers  gives  up 
permanently  the  lease  of  a  distillery,  his  rights  and  duties  from  (according  to)  this 
agreement  cease  at  the  expiration  of  the  time  of  his  lease  for  this  distillery. 

In  case  a  member  sells  or  leases  his  distillery,  he  must  enjoin  upon  the  purchaser 
or  lessee  the  acceptance  of  the  obligations  of  this  agreement.  The  member  can  be 
freed  from  this  obligation  for  sufficient  reasons  by  the  committee  of  distillers.  (Sec. 
25.) 

In  case  of  a  violation  of  one  of  the  above-stated  agreements,  the  member  in  ques- 
tion has  to  pay  a  tine  of  20  marks  ($5)  to  the  association  for  every  hectoliter  of  pure 
alcohol  which  was  withdrawn  from  the  association's  business,  without  the  association 
having  to  prove  that  it  sustained  any  damage.  The  members  renounce  the  right  to 
engage  in  business  on  their  own  account,  or  on  the  account  of  others  in  raw  spirit  or 
alcohol  (sprit)  during  the  duration  of  this  agreement,  and  thus  avoid  a  penalty  of 
10  marks  ($2.50)  for  every  hectoliter  of  pure  alcohol  sold  in  violation  of  this  agree- 
ment. Members  are  not  permitted  to  take  part  either  mediately  or  immediately  in 
distilleries,  which  have  not  entered  the  union,  without  the  consent  of  the  collective 
committee  (Gesammtausschuss),  and  thus  avoid  a  penalty  of  30,000  marks  ($7,500) 
for  every  violation.  The  purchase  of  properties  which  are  shared  with  a  distilling 
company  not  belonging  to  the  union  is  not  affected  by  the  above-stated  regulation, 
nor  is  an  interest  already  existing,  at  the  adoption  of  this  agreement,  of  a  member 
in  a  distillery  not  belonging  to  the  union.  However,  such  a  member  is  under  obli- 
gations to  exert  all  his  influence  in  effecting  the  entrance  of  the  distillery  in  ques- 
tion into  the  union. 

All  penalties  under  the  agreement  are  to  be  added  to  the  account  of  the  company 
( Gemeinschaft). 

Whenever  a  member  has  up  to  this  time  needed  spirits  for  domestic  or  local  pur- 
poses, the  association  is  under  obligation  to  let  the  member  have  free  from  shipment 
obligations  an  amount  of  spirits  which  corresponds  to  what  he  must  show  to  be  the 
average  amount  needed  for  these  purposes  during  the  last  3  years  before  the  conclusion 
of  this  agreement.  What  is  to  be  considered  as  the  local  need  in  individual  cases  is  to 
be  settled  in  case  of  doubt  by  the  collective  committee  (Gesammtausschuss). 
(Sec.  24.) 

SECTION  2. — Denaturalization  (Denaiurirung)  in  the  distilleries. 

Every  rural  distiller  who,  with  the  consent  of  the  association,  denaturalizes 
(i.  e.  renders  unfit  for  beverage  purposes)  in  his  own  distillery  either  wholly  or  in 
part  the  raw  spirit  which  he  is  to  furnish  to  the  association,  receives  the  means  for 
this  purpose  from  the  association  free  of  freight  and  other  charges,  and  further,  he 
receives  a  remuneration  for  his  work,  all  at  the  expense  of  the  company. 

SECTION  3. — Prolongation  of  the  agreement. 

By  the  1st  of  January,  1908,  a  conclusion  must  be  reached  between  the  committee 
of  distillers  and  the  council  of  supervision  of  the  association  as  to  whether  and  under 
what  conditions  the  continuation  of  the  agreement  for  5  more  years  is  to  be  rendered 
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possible.  Upon  the  basis  of  this  conclusion  the  association  must  come  to  an  agree- 
ment by  the  1st  of  February,  1908,  whether  and  under  what  conditions  it  will  con- 
sent to  the  continuance  of  the  agreement  for  5  more  years.  The  committee  of  distillers 
has  to  communicate  the  decision  of  the  association  to  the  members  of  the  union  with 
the  demand  that  they  will  declare  by  the  1st  of  May,  1908,  whether  they  for  their 
part  will  renounce  membership  in  theunion  and  the  agreement  upon  the  Istof  October, 
litOS.  By  the  15th  of  May,  1908,  at  the  latest,  the  collective  committee  must  reach 
a  definite  conclusion  regarding  the  duration  of  the  agreement.  Those  memt>ers  of 
the  union  who  have  not  given  notice  are  bound  to  the  union  for  5  more  years  in  case 
the  continuation  of  the  agreement  is  decided  upon,  the  duration  of  which,  conse- 
quently, is  extended  until  October  1, 1913,  for  the  members  who  have  not  withdrawn. 
The  saine  proceeding  will  be  gone  through  with  in  suitable  manner  at  intervals  of  5 
years. 

SECTION  4. — Parity  places. 

The  distiller  has  the  right  to  select  one  of  the  parity  places  enumerated  in  Appendix 
C  in  order  to  reckon  the  price  to  be  paid  to  him  for  spirits.  The  amounts  desig- 
nated which  are  added  to  or  deducted  from  [the  Berlin  price]  ao  these  places  are 
at  the  reckoning  to  be  counted  in  favor  or  to  the  disadvantage  of  the  distiller. 

An  alteration  of  the  amounts  above  and  below  [the  Berlin  price],  as  well  as  an 
increase  of  the  number  of  places,  is  made  by  the  collective  committee.  An  intended 
alteration  must  not  be  made  when  the  boards  of  2  divisions  of  the  union,  of  which 
at  least  1  is  immediately  concerned  by  the  intended  change,  oppose  it. 

The  freight  from  the  distillery  to  the  place  chosen  must  be  paid  by  the  distiller 
whether  the  association  receives  the  spirits  here  or  in  another  place  to  be  designated 
by  it.  When  transportation  is  made  in  tank  cars  the  distiller  bears  only  the  net 
freight  of  the  goods.  Shipments  are  never  prepaid. 

SECTION  5. — Decrease  during  storage  in  cellars. 

For  the  reckoning  [of  amount  of  decrease],  the  quantities  of  brandy  ascertained 
by  the  excise  commissioners  before  the  shipment  are  authoritative. 

SECTION  6. — Manner  of  shipment. 

Spirits  are  to  be  shipped  in  casks  or  tank  cars,  according  to  the  choice  of  the  dis- 
tiller, with  the  following  limitations: 

(a)  Every  distillery  which  makes  more  than  15,000  liters  of   pure  alcohol   per 
month  must,  at  the  request  of  the  association,  ship  in  tank  cars. 

(b)  If  the  association  designates  a  place  for  receiving  the  spirits  of  a  distiller, 
which  is  not  farther  than  40  kilometers  from  the  railroad  station  of  the  distiller,  then 
the  association  can  prescribe  shipment  in  casks. 

Before  the  beginning  of  every  campaign  the  association  and  the  distiller  are  to 
agree,  with  as  much  regard  for  the  latter's  wishes  as  is  possible,  in  what  manner 
shipment  is  to  IK- made.  As  a  rule  the  manner  of  transportation  once  fixed  upon 
shall  be  used  during  the  whole  campaign. 

The  distiller  hears  the  cost  of  transferring  the  spirit  into  the  tank  cars,  and  bears 
any  charges  for  examination  by  the  excise  authorities.  If  the  distiller  renounces 
this  examination,  he  is  answerable  for  the  consumption  tax  arising  from  a  shortage 
exceeding  one-half  per  cent. 

For  shipments  upon  waterways  especial  arrangements  are  made. 

The  casks  needed  for  transportation,  together  with  20  per  cent  of  reserve  casks  and 
the  necessary  tank  cars,  are  to  be  sent  free  of  freight  charges  to  the  distiller  at  his 
shipping  station;  the  same  must  be  in  good  condition. 

Shipments,  must  be  provided  with  the  certificate  of  shipment  I. 

SKCTION  7. — Business  relations  <>f  tin-  ilistHlfr  inth  the  association. 

The  business  dealings  of  the  distiller  with  the  association  take  place  according  to 
tl.e  former's  choice,  either  immediately  or  through  the  mediation  of  an  alcohol  fac- 
tory, of  an  association  or  union  for  the  sale  of  spirits,  or  of  a  dealer  in  spirits.  The 
necessary  casks  are  in  every  case  to  be  furnished  free  of  charge  to  the  distiller.  When- 
ever shipment  is  made  through  an  agent  the  agent  has  to  fulfill  the  obligation  to  the 
distiller  incumbent  upon  him  (the  agent  K  such  as  sale  of  spirits,  furnishing  advances, 
having  casks  on  hand,  filling  tank  cars,  etc.,  in  the  same  way  that  these  obligations 
were  up  to  this  time  fulfilled  to  the  individual  distillers. 

For  this  mediation  the  company  furnishes  corresponding  remuneration  according 
to  the  terms  agreed  upon  in  Appendix  A. 
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SECTION  8. — Payments  for  the  spirit  shipped. 

The  distiller  receives  for  the  spirit  he  has  shipped  the  full  price,  according  to  the 
year's  average,  at  which  the  spirit  has  been  valued  after  the  deduction  of  the  amount 
fixed  in  sections  22  and  23  as  the  share  of  the  association,  and  with  the  addition  of  the 
premiums  for  refining. 

Immediately  after  each  shipment  the  distiller  receives  a  partial  payment,  the  amount 
of  which  is  to  be  fixed  by  the  collective  committee  by  the  15th  of  November  of  each 
year  after  the  collecting  of  the  reports  of  the  division  boards  with  regard  to  the  result 
of  the  potato  harvests,  the  stocks  (goods)  on  hand,  and  the  probable  condition  of  the 
domestic  and  foreign  market.  The  collective  committee  shall  make  every  effort  to 
have  the  amount  of  the  partial  payment  correspond  as  nearly  as  possible  to  the  prob- 
able average  proceeds  of  the  year.  Alterations  can  be  undertaken  according  to  the 
business  condition  in  the  course  of  the  business  year  by  the  collective  committee; 
until  the  alteration,  partial  payments  are  continued  in  the  same  amount  as  before, 
even  after  the  end  of  the  business  year.  The  amount  of  the  partial  payment  for  the 
first  business  year  will  be  settled  provisionally  by  the  collective  committee  at  the 
beginning  of  September,  1899.  The  partial  payment  is  made  by  the  associate  whenever 
the  spirit  goes  to  his  factory  or  warehouse,  otherwise  by  the  association,  which,  even 
in  the  former  instance,  is  responsible  for  the  partial  payment.  Hypothecation  of  the 
spirit  upon  which  the  excise  has  been  paid  (Bezahlten  spiritus)  is  allowable. 

The  final  settlement  follows  upon  the  completion  of  the  year's  business.  The  busi- 
ness year  begins  with  the  1st  of  October  and  ends  with  the  30th  of  September  of  the 
following  year. 

SECTION  9. — Taxable  kinds. 

The  distiller  obligates  himself  to  see  that  all  the  raw  spirit  which  he  is  allowed  to 
produce  under  the  lower  tax  provisions  of  the  consumption  tax  l  is  provided  with  a 
guarantee  as  70  per  cent  pure.  This  guarantee  remains  the  property  of  the  distiller, 
but  the  company  is  obligated,  if  he  so  wishes,  to  purchase  it  from  him,  deducting 
from  its  value  at  the  time  it  falls  due  the  rate  of  discount  for  the  time  being  at  the 
Reichsbank. 

For  spirit  with  a  consumption  tax  of  70  marks  with  an  addition  of  20  marks  a 
deduction  of  15.70  marks  per  hectoliter  is  to  be  reckoned.  Whenever  alterations  of 
tax  conditions  produce  a  noticeable  change  in  the  value  of  these  taxable  kinds  the 
reduction  is  to  be  altered  accordingly  by  a  decision  of  the  collective  committee. 

Spirit  which  is  burdened  with  other  consumption-tax  provisions  than  those  herein 
set  forth  will  be  valued  according  to  the  other  charges. 

SECTION  10. — Quality  of  spirit. 

For  the  shipment  of  molasses  spirit  and  air-yeast  spirits  (Lufthefespirit)  the  dis- 
tiller receives  a  price  from  which  has  been  deducted  80  pfennigs  per  hectoliter  of 
pure  alcohol. 

The  difference  in  price  of  80  pfennigs  goes  to  the  associate  who  refines  this  spirit, 
and  serves  as  remuneration  for  the  losses  incurred  in  refining  such  spirit. 

For  spirit  of  every  kind  which  is  especially  valuable  in  a  raw  condition  an  addition 
to  the  price  equal  to  75  per  cent  of  the  amount  of  greater  proceeds,  which  the  com- 
pany receives  for  goods  in  question,  can  be  granted  at  the  motion  of  the  distiller. 
The  association  decides  in  regard  to  this  motion.  Against  its  decision  an  appeal  to 
the  committee  of  distillers  within  4  weeks  is  permitted. 

SECTION  11. — Common  duties  of  the  association  and  of  the  associates. 

I.  The  association  renounces  for  itself  and  in  the  name  of  its  associates  the  right 
to  trade  on  its  own  or  others'  account  in  raw  spirit  or  alcohol  during  the  duration  of 
this  agreement,  and  thus  avoids  a  penalty  of  10  marks  for  every  hectoliter  of  pure 
alcohol  bought  or  sold  in  opposition  to  this  agreement     The  further  sale  on  the  part 
of  the  associates  of  the  quantities  purchased  from  the  association  for  their  by-indus- 
tries or  for  retail  trade  is  not  herein  forbidden. 

II.  Likewise  the  association  obligates  itself,  in  its  own  and  the  associate's  name,  for 
the  same  length  of  time,  not  to  sell  nor  rent  the  business  and  establishments  belong- 
ing to  them  without  enjoining  the  purchaser  or  lessee  to  enter  upon  all  the  obliga- 
tions incumbent  upon  them  from  this  agreement.     In  case  of  violation  the  associate 
in  question  must  submit  to  a  penalty  double  the  amount  of  his  original  shares. 

1  See  Gesetz  betr.  die  Besteuerung  d.  Branntwcinx  of  1895.    Reichsgesetzblatt,  p.  276. 
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The  sale  of  the  factory  of  an  associate  for  purposes  of  demolition  is  permitted.  The 
stoppage  of  the  business  must,  however,  be  announced  3  months  before  to  the  coun- 
cil of  supervision.  The  seller  is  not  freed  from  the  obligation  laid  upon  him  in  Divi- 
sion I  of  this  paragraph  during  the  duration  of  this  agreement,  and  must  enjoin 
upon  the  purchaser  a  penalty  agreed  upon,  amounting  to  5  marks  for  every  hecto- 
liter of  his  part  of  the  alcohol  quota,  in  case  that  the  purchaser  continues  the  busi- 
ness of  the  factory  or  has  it  continued  by  another  party.  The  claim  to  this  penalty 
is  to  be  yielded  to  the  association  in  favor  of  the  whole  company  by  the  associate. 
If  an  associate  sells  his  plant  for  purpose  of  demolition  without  laying  this  penalty 
upon  the  purchaser,  he  himself  incurs  the  penalty  which  it  was  his  duty  to  impose 
upon  his  successor  in  case  of  violation  of  the  agreement. 

Moving  the  factory  or  reservoirs  of  an  associate  within  the  same  plot  of  ground  or 
within  a  circumference  of  25  kilometers,  as  well  as  the  replacing  of  old  reservoirs  by 
new  ones  of  about  the  same  size,  is  permitted  without  the  granting  of  consent  by  the 
collective  committee. 

III.  The  association  and  associates  are  not  allowed,  without  the  consent  of  the  col- 
lective committee,  to  take  part,  either  mediately  or  directly,  in  business  undertakings 
of  the  same  class  in  Germany  (including  the  free  cities)  which  are  not  associated  with 
the  company;  this  without  prejudice,  however,  to  the  right  to  purchase  shares  in 
such  factories  as  were  already  running  when  this  agreement  was  concluded.    Already 
existing  interests  in  foreign  countries  are  not  affected  by  this  agreement.     The  asso- 
ciates can  take  part  in  factories  to  be  newly  established  in  foreign  countries  only 
when  the  factory  in  question  exports  nothing  from  the  country  in  which  they  are 
located. 

IV.  The  association  obligates  itself  still  further  to  admit  new  members  only  when 
the  committee  of  distillers  consents. 

V.  The  penalty  for  the  violation  of  the  agreements  made  in  III  and  IV  is  300,000 
marks  ior  every  act  of  violation. 

VI.  The  association  is  responsible  to  the  community  (Gemeinschaft)  for  the  pen- 
alties incurred  by  the  associates  in  whatever  amount  it  is  able  to  force  from  them. 

VII.  The  association  receives  all  the  raw  spirit  sent  by  the  distillers  and  has  to 
use  the  care  and  precaution  of  a  regular  merchant  in  rectifying  and  selling  the  same 
in  the  interest  of  the  distiller. 

SECTION  12. — Particular  duties  of  the  association. 

The  association  obligates  itself  in  particular: 

(a)  To  be  responsible  to  the  tax  authorities  for  the  consumption  tax  upon  the 
brandy  shipped  by  the  distillers  until  after  the  delivery  of  the  same,  including  the 
transportation  from  the  alcohol  factories  to  the  consumption  places. 

(b)  To  effect  the  transportation  of  the  raw  spirit  from  the  station  or  quay  of  the 
place  where  the  plant  of  the  associate  is  located,  even  to  his  factory  or  warehouse, 
and  also  the  transportation  of  the  goods  to  the  station  or  to  the  river  or  ocean  boat, 
including  the  emptying  of  tank  cars  on  their  arrival  and  the  filling  of  the  same  when 
they  are  to  be  sent  off,  also  to  bear  the  expenses  of  preparing,  maintaining,  and 
usin^r  any  junction  tracks  (transportation  duty)  needed. 

(c)  To  refine  the  raw  spirit,  being  responsible  for  the  good  quality  of  the  product 
obtained,  to  make  compensation  for  the  loss  arising  in  the  factories  in  refining 
brandy,  and,  according  to  the  average  yearly  proceeds,  taking  into  consideration  the 
prices  in  sxcess  or  below  the  standard  price  fixed  in  Appendix  C  for  the  places 
concerned. 

(rf)  To  insure  the  raw  and  refined  spirits  stored  in  the  plants  of  the  associates 
against  damage  by  fire,  without  expenses  to  the  community  resulting  from  this 
source. 

(«)  To  bear  all  losses  which  are  incurred  in  the  sale  of  raw  or  refined  spirit 
(guaranty). 

SECTION  13. — Capital  of  the  butincax. 

The  capital  which  is  needed  to  cover  the  partial  payments  to  be  made  to  the  dis- 
tillers by  the  associate.*  immediately  alter  shipment,  according  to  section  8  of  the 
agreement,  and  t»  cover  the  expenses  of  running  the  business  and  storing  the  goods 
of  the  associates  is  to  be  furnished  by  the  associates. 

The  business  capital  needed  for  all  other  expenses  is  made  up  of  the  original  capi- 
tal of  the  association,  which  is  to  be  fixed  at  at  least  6,000,000  marks  and  with  at  least 
25  per  cent  payable  in  cash.  Whenever  the  collective  committee  decides  that  an 
increase  of  the.se  means  of  carrying  on  the  business  in  excess  of  the  amount  paid  in 
upon  the  original  capital  is  needed,  the  committee  of  distillers  is  authorized  to 
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declare  that  the  means  needed  in  addition  are  to  be  contributed  wholly  or  in  part 
by  the  distillers.  As  a  result  of  this,  no  obligation  rests  upon  the  individual  distiller 
to  raise  these  business  funds.  When  the  committee  of  distillers  makes  no  use  of  this 
prerogative,  the  means  needed  are  to  be  raised  by  the  association,  even  to  the  amount 
of  all  the  original  shares. 

Interest  is  paid  upon  the  means  advanced  by  the  associates  and  distillers  for  the 
business  funds  referred  to  in  the  second  division  (see  above  paragraph)  at  one-half 
per  cent  above  the  rate  of  discount  of  the  Reichsbank,  while  especial  interest,  in 
addition  to  the  remunerations  fixed  in  sections  22  and  23,  is  not  paid  upon  the  sums 
expended  by  the  associates  according  to  the  first  paragraph  of  this  section. 

SECTION  14. — Costs  of  the  business. 

The  association  and  associates  bear  the  expenses  of  the  entire  mercantile  business, 
both  of  the  central  Berlin  office  as  well  as  of  the  branch  establishments  and  offices 
of  the  association,  including  those  expenses  arising  up  to  the  1st  of  October,  1893, 
as  well  as  [paying  for]  the  provisions  and  expenses  of  commercial  travelers  and 
agents,  and  they  receive  as  contribution  from  the  association  to  cover  these  expenses 
a  remuneration  of  50  pfennigs  for  every  hectoliter  of  pure  alcohol  dealt  in,  with  the 
exception  of  the  quantities  of  raw  spirit  sold  on  the  exchanges  and  free  markets. 

The  expenses  incurred  in  founding  the  undertaking  are  not  included  in  the  busi- 
ness costs;  these  are  to  be  reckoned  rather  as  expenses  of  the  company  as  a  whoie. 

SECTION  15. — Rent  of  warehouses. 

The  associates  receive  for  renting  the  reservoirs  which  they  individually  have  in 
their  control  on  the  1st  of  January,  1899,  either  owned  by  them,  leased  by  them,  or 
ordered,  a  fixed  yearly  rent  of  1  mark  per  space  of  1  hectoliter;  in  the  case  of  reser- 
voirs rented  by  the  associates  for  themselves  under  no  condition  more  than  the  rent 
actually  paid  therefor  shall  be  paid  them. 

If  less  than  90  per  cent  of  all  these  warerooms  are  occupied  at  the  time  when  in 
every  business  year  the  greatest  amount  of  stock  has  to  be  stored,  then  the  renting 
price  is  decreased  by  a  percentage  equal  to  the  percentage  of  space  less  than  90  per 
cent  occupied  in  the  warerooms,  in  case  the  quantities  which  are  lacking  are  not 
stored  elsewhere. 

The  association  is  further  obligated  according  to  the  above  stated  clauses  and  con- 
ditions to  rent  on  the  account  of  the  company  as  a  whole  the  storehouses  of  the  dis- 
tillers, which  are  exempt  from  taxes,  in  so  far  as  these  were  accepted  on  the  1st  of 
January,  1899,  and  consist  of  reservoirs. 

Whenever  an  associate  has  rented  rooms  which  are  needed  for  storing  the  raw  and 
refined  spirit  to  be  shipped  to  the  customers,  the  rent  for  these  rooms,  beginning 
with  the  1st  of  October,  1899,  is  to  be  paid  by  the  company  as  a  whole.  The  terms  of 
renting  the  same  are  to  be  communicated  to  the  chairman  of  the  collective  commit- 
tee within  10  days  after  the  opening  of  the  company's  business  in  order  that  notice 
of  the  terms  can  be  given  eventually. 

SECTION  16. — Rent  of  tank  cars. 

The  associates  are  to  rent  to  the  association,  at  the  expense  of  the  company  as  a 
whole,  all  the  tank  cars  which  are  in  their  possession  upon  the  conclusion  of  this 
agreement.  They  receive  for  all  these  cars,  which  on  the  1st  of  January,  1899,  were 
accepted  officially  by  the  railroad,  a  rent  of  450  marks  a  year  for  each  car.  The 
associates  are  under  the  obligation  to  keep  the  cars  and  the  fixtures  needed  for 
them  always  in  good  condition,  to  make  all  repairs  and  inspections  at  their  own 
expense,  and,  whenever  the  cars  are  not  needed,  to  store  them  rent  free. 

The  owner  of  the  car  is  responsible  for  any  damage  occurring  to  it  during  transporta- 
tion in  the  service  of  the  company.  If  the  association,  after  having  obtained  the 
consent  of  the  owner,  has  the  route  of  a  car  changed,  the  remuneration  is  lowered 
to  350  marks  a  year.  In  this  case  the  association  must  take  the  car  from  its 
own  station  and  place  it  there  again  at  the  disposal  of  the  owner  when  it  is  to  be 
returned.  During  the  time  that  the  cars  are  left  in  the  control  of  the  association  it 
is  responsible  for  keeping  the  cars  in  good  condition  and  for  the  risks  of  transporta- 
tion, and  must  also  bear  the  charges  of  billing  the  cars.  The  car  in  such  a  case 
remains  the  property  of  the  associate. 

The  associates  are  likewise  obligated  to  put  at  the  disposal  of  the  association  all 
the  cars  which  they  have  discontinued  running  or  given  into  commission  after  the 
1st  of  January,  1899,  until  the  conclusion  of  this  agreement.  The  collective  com- 
mittee fixes  the  indemnity  for  the  rent  of  the  same,  but  it  must  not  be  higher  than 
the  rent  indemnities  mentioned  above. 
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SECTION  17. — Rent  of  casks. 

For  the  use  of  the  especial  kind  of  casks  adopted  by  the  associates  in  the  inter- 
est of  the  company  as  a  whole,  both  in  shipping  alcohol  and  spirit  either  from  the 
factory  or  the  warehouse,  a  cask  rent  of  15  pfennigs  per  hectoliter  of  pure  alcohol 
when  the  contents  equal  or  exceed  400  liters  of  pure  alcohol  and  of  25  pfennigs  per 
hectoliter  pure  alcohol  when  the  contents  are  less,  is  furnished  to  the  associates  for 
every  shipping. 

The  associates  are  not  obligated  to  use  iron  casks.  The  rent  for  such  casks  is 
double  that  for  wooden  casks. 

The  associates  receive  no  remuneration  for  small  damages  which  have  occurred 
unavoidably.  The  company  has  to  be  responsible,  however,  for  unusual  damages. 

SECTION  18. — Report. 

The  associates  receive  an  indemnity  of  30  pfennigs  per  hectoliter  of  pure  alcohol 
per  month  for  the  storing  of  brandy,  for  the  filling  and  emptying  of  the  brandy  out 
of  casks  or  into  them  and  out  of  tank  cars  or  into  them,  for  the  shortage  arising  while 
the  liquor  is  stored,  for  insuring  the  brandy  from  damage  by  fire,  and  finally  for  the 
interest  upon  the  partial  payments  made  upon  the  brandy  (report  and  costof  report- 
ing). The  reckoning  is  made  upon  the  basis  of  those  amounts  which  the  books  of 
the  tax  authorities  show  as  the  balance  that  ought  to  be  in  store  at  the  end  of  the 
month. 

SECTION  19. — Remuneration  of  agents  for  additional  services. 

The  remunerations  fixed  in  sections  15,  16,  17,  and  18  are  to  be  granted  likewise 
to  spirit-selling  associations  and  unions  as  well  as  to  dealers  in  spirits,  in  so  far  as 
they  undertake  the  services  referred  to. 

SECTION  20. — Taxation. 

The  associates  attend  to  the  taxation  of  refined  and  unrefined  brandy.  For  pure 
alcohol  costing  70  marks  per  hectoliter,  whether  the  consumption  tax  is  covered  by 
u  cash  payment  or  by  credit,  69.50  marks  is  added  to  the  credit  of  the  associate  con- 
cerned, and  this  without  indemnity  for  the  interest  upon  the  amount  obtained  after 
the  sale  of  the  alcohol  or  raw  spirit. 

The  association  is  authorized,  in  cases  in  which  it  appears  advantageous  to  it,  to  see 
tn  the  taxation  instead  of  having  the  associates  do  so,  and  to  create  for  itself  a  taxa- 
t  ii  .11  credit  to  the  amount  of  1,000,000  marks.  To  create  a  credit  greater  than  1,000,000 
marks  the  consent  of  the  collective  committee  is  required.  If  the  association  makes 
use  of  the  right  to  attend  to  the  taxation  itself,  the  following  provisions  must  be 
observed: 

(n)  If  the  tax  credit  is  provided  for  by  bills  of  exchange,  the  charges  and 
brokerage  to  IK-  paid  for  the  same  must  be  met  by  the  association. 

(b)  If  the  tax  credit  is  procured  by  deposi  ting  "bonds,  the  association  must  provide 
for  the  purchase  of  the  bonds  on  its  own  account  without  using  the  original  capital 
for  that  purpose.  The  interest  on  the  Iwmds  remaining  in  the  possession  of  the  asso- 
ciation is  due  the  association. 

(r)  All  the  consumption  taxes  credited  to  the  association  on  this  account  are 
entered  on  the  books  of  the  association  at  the  rate  of  69.50  marks  for  70  marks  and 
are  paid  to  it  after  the  receipts  of  the  sale  come  in. 

The  guaranty  (del  credere)  increased  by  taxation  is  l>orne  by  the  association, 
whether  it  or  the  associates  attend  to  the  taxation. 

SECTION  21. — /'»/•/•////.</.•<  nml  depreciations. 

The  consent  of  the  collet-live  committee  is  required  for  purchases  (of  new  plants, 
etc.).  When  there  is  a  tie  the  chairman  of  the  council  of  sujR-rvision  has  the  cast- 
ing vote. 

Purchases  are  made  on  the  account  of  the  association  and  are  its  property.  The 
ro.-ts  of  repairs  and  maintenance  are  entered  against  the  company  as  a  whole  as  well 
as  tin-  depreciation  of  the  value  of  the  purchase,  which  amounts  in  the  case  of  build- 
ings with  their  fixtures  to  8  JHT  cent,  in  the  case  of  tank  cars  to  5  per  cent,  and  in 
the  case  of  casks  to  10  per  cent  ]>er  year. 
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SECTION  22. — Premiums  for  refining. 

As  indemnity  for  the  renunciation  (of  independent  business  enterprises)  entered 
into  in  section  1 1  by  the  association  and  associates  and  for  the  obligations  undertaken 
in  section  12  the  association  receives  a  share  in  the  average  yearly  proceeds  obtained 
in  selling  the  spirit;  this  share  is  reckoned  on  the  hectoliter.  This  indemnity  upon 
all  the  amounts  of  brandy  which  have  left  the  refining  plant  (quantities  of  refined 
brandy )  is  reckoned  according  to  the  following  table,  while  upon  the  amount  of  raw 
spirit  sold  an  indemnity  of  2£  per  cent  of  the  above-mentioned  average  proceeds  is 
paid. 

For  raw  spirit  which  is  sold  again  in  territory  outside  of  the  German  tariff  regu- 
lations, the  indemnity  to  be  paid  the  association  is  reduced  to  1$  per  cent,  and  for 
raw  spirit  which  is  sold  in  markets  or  on  exchanges  to  one-half  per  cent  of  the  above- 
mentioned  average  proceeds. 

The  following  regulations  of  the  indemnity  due  apply  as  well  to  the  brandy  fur- 
nished by  the  distillers  as  to  that  purchased  with  the  consent  of  the  distillers' 
committee. 

The  association's  share  of  the  yearly  profits,  reckoned  by  the  hectoliter,  amounts  to — 

7.5  per  cent  up  to  34  marks; 

8  per  cent  from  34.01  marks  to  36  marks; 
8.3  per  cent  from  36.01  marks  to  39  marks; 
8.8  per  cent  from  39.01  marks  to  42  marks; 
9.3  per  cent  from  42.01  marks  to  45  marks; 

9.6  per  cent  from  45.01  marks  and  higher,  but  never  higherthan4.80  marks. 
Whenever  in  an  official  tax  year  (from  October  1  to  September  30)  the  consump- 
tion of  brandy,  which  is  refined  with  the  common  refining  material,  is  greater  than 
the  consumption  of  such  brandy  in  tha  official  tax  year  1898-99,  the  above-mentioned 
fixed  percentages  are  raised  one-fifth  per  cent  for  each  complete  10,000,000  liters  of 
pure  alcohol  of  the  excess  consumption.     If  the  amount  of  brandy  refined  in  any 
business  year  is  greater  than  110  per  cent  of  the  average  amount  per  year  during  the 
time  between  the  1st  of  April,  1894,  to  the  31st  of  March,  1897,  which  has  been 
credited  as  the  output  of  all  the  refining  plants  belonging  to  the  associates,  according 
to  the  accounts  kept  by  the  tax  officials,  then  the  association  pays  to  the  company 
as  a  whole  a  rebate  of  33^  of  the  percentages  in  the  table  upon  the  amount  exceeding 
110  per  cent.     If  the  amount  of  refined  brandy  during  any  business  year,  however, 
is  less  than  90  per  cent  of  the  alcohol  quota,  but  still  more  than  80  per  cent  of  the 
same,  then  the  percentages  of  premium  are  increased  15  per  cent  upon  the  entire 
amount  of  refined  spirit.     If  the  amount  of  all  the  quantities  of  spirit  refined  is  less 
than  80  per  cent  ot  the  alcohol  quota,  then,  instead  of  raising  the  premium  per- 
centages by  15  per  cent  on  all  quantities  refined,  an  indemnity  of  150  marks  per 
hectoliter  is  to  be  paid  upon  that  amount  which  it  lacks  of  reaching  80  per  cent  of 
the  alcohol  quota. 

The  above  percentages  apply  to  the  alcohol  intended  for  consumption  purposes. 

When  the  goods  shipped  by  the  associates  do  not  come  up  to  the  requirements, 
the  association  must  nevertheless  accept  the  same,  but  receives  for  less  valuable 
goods  of  94  per  cent  of  weight  and  over,  a  rebate  of  25  per  cent;  for  by-products 
(Nachproducte)  below  94  per  cent  of  weight  a  rebate  of  50  per  cent  of  the  premium. 

Filtered  primary  spirit  and  spirits  of  wine  can  not  be  produced  without  the  con- 
sent of  the  association.  It  is  supposed  in  both  instances  that  the  raw  spirit  has  been 
most  carefully  filtered  over  charcoal  before  the  distillation.  The  company  as  a 
whole  must  pay  the  association  a  special  remuneration  for  both  kinds — 1  mark  per 
hectoliter  of  filtered  alcohol  and  3  marks  per  hectoliter  of  spirits  of  wine. 

Whenever  the  customers  desire  alcohol  or  spirits  of  wine  of  a  particular  trade-mark 
and  are  willing  to  pay  more  than  the  ordinary  price  for  goods  of  the  same  sort  the 
increase  of  price  goes  to  the  associate  who  has  directly  sold  these  wares;  for  the  goods 
sold  by  the  association  he  receives  at  most  an  extra  premium  of  2  marks  per  hectoliter 
(in  addition  to  the  remunerations  of  1  mark  and  3  marks  mentioned  in  the  preced- 
ing paragraph),  while  the  possible  greater  amount  belongs  to  the  association. 

The  above-mentioned  productions  and  additions  to  the  price,  in  so  far  as  they  are 
not  to  be  reckoned  for  the  company  as  a  whole,  are  not  counted  in  the  settlement  of 
the  average  yearly  proceeds. 

In  reckoning  the  part  of  the  average  yearly  proceeds  falling  to  itself  according  to 
this  paragraph,  the  association  is  authorized  to  make  to  the  associates  a  partial  pay- 
ment of  2  marks  for  every  hectoliter  of  goods  sent  from  their  refining  plants. 

The  conditions  according  to  which  alcohol  factories,  which  are  located  in  ter- 
ritory outside  of  the  German  tariff  regulations,  are  to  be  associated  to  the  company 
as  a  whole,  are  fixed  by  the  collective  committee. 
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SECTION  23.  —  Especial  additions  to  the  refining  premiums  for  small  alcohol  factories. 

Small  factories  receive  the  following  additions  to  the  refining  premiums  fixed  in 
section  22,  which  are  regulated  by  the  amounts  which  appear  as  their  output  in  the 
account  kept  by  the  tax  officials  during  any  business  year. 

For  less  than  600,000  liters  of  pure  alcohol  they  receive  an  addition  of  0.80  mark; 
for  more  than  600,000  but  less  than  1,000,000  liters  of  pure  alcohol  an  addition  of 
0.40  mark;  for  more  than  1,000,000  but  less  than  1,500,000  liters  of  pure  alcohol  an 
addition  of  0.20  mark  per  hectoliter  of  pure  alcohol  reckoned  upon  the  whole 
amount  of  refined  brandy  sent  by  the  factory  concerned  during  the  business  year. 

SECTION  24.  —  Collective  committee. 

The  collective  committee  of  the  association  consists  of  14  regular  and  14  substitute 
members  and  is  made  up  of  7  members  to  be  chosen  by  the  head  board  of  the 
union  of  distillers  and  7  substitute  members  (distillers'  group),  and  by  7  regular  and 
7  substitute  members  of  the  council  of  supervision  of  the  association  (group  of 
manufacturers). 

The  committee  is  assembled  by  the  chairman,  in  case  of  his  inability  by  a  substi- 
tute, both  of  whom  are  to  be  chosen  from  the  representatives  of  the  distillers. 

A  meeting  must  be  called  when  the  chairman  of  the  council  of  supervision  or  the 
business  managers  of  the  association  or  a  member  of  the  distillers  (sec.  25)  authorized 
for  that  purpose,  or  more  than  three  members  of  the  committee  wish  it. 

Four  members  or  substitutes  of  each  of  the  two  groups  must  be  present  in  order 
that  the  meeting  shall  be  regarded  as  having  a  quorum. 

If  the  number  of  members  of  each  group  present  is  unequal,  only  as  many  mem- 
bers <>f  that  Lrn>ui>  of  which  the  larger  number  of  members  is  present  have  a  right  to 
vote  as  there  are  members  of  the  other  group  present. 

Questions  are  decided  by  a  majority  of  the  votes  of  those  members  who  have  the 
right  to  vote. 

In  case  of  a  tie  the  chairman  has  a  casting  vote  in  those  cases  in  which,  accord- 
ing to  this  agreement,  the  union  of  distillers  nas  the  right  to  decide;  in  those  cases 
in  which,  according  to  this  agreement,  the  association  has  a  right  to  decide  the 
chairman  of  the  council  of  supervision  of  theiassociation  has  the  casting  vote,  while 
in  all  other  cases  recourse  must  be  had  to  a  referee  proceeding. 

The  committee  dictates  the  order  of  business  at  its  meetings  and  also  regulates  the 
calling  in  of  a  referee  or  referees. 

SECTION  25.  —  Committee  of  distillers. 

The  committee  of  distillers  has  the  right  to  delegate  one  or  more  of  its  members  to 
carry  out  the  rights  to  which  the  committee  is  entitled,  according  to  this  agreement, 
in  relation  to  the  association.  Whenever  a  remuneration  is  to  be  paid  to  the  mem- 
I'.TS  of  the  committee  of  distillers  in  accordance  with  the  statutes  adopted  for  the 
union  of  distillers,  this  remuneration  is  to  be  made  at  the  expense  of  tne  company 
as  a  whole. 

SECTION  26.  —  Council  of  the  purchasers. 

A  council  is  formed  from  the  number  of  purchasers  (large  distillers,  liqueur 
manufacturers,  and  others),  which  consistsof  7  members  and  7  substitutes  and  deter- 
mines its  own  order  of  business.  While  regulating  the  selling  price  in  the  home 
market  (sec.  2S),  this  council  shall  have  a  hearing  before  the  collective  committee 
and  the  association.  The  chairman  of  the  collective  committee  or  the  business  man- 
agers of  the  association  send  the  invitations.  The  council  of  suj>ervision  or  the  .busi- 
ness managers  can  at  any  time  question  the  council  upon  pertinent  matters;  a  hearing 
must  tx-  given  it  in  those  cases  in  which  a  referee  proceeding  is  necessary  in  deter- 
mining the  price  in  the  home  market.  Traveling  and  daily  expenses  allowed  to  the 
council  (of  purchasers)  by  the  collective  committee  must  be  paid  by  the  company  as 
a  whole. 

SECTION  27. 


The  committee  of  distillers  is  required  to  establish  an  examining  office  in  connec- 
tion with  its  seat  in  Berlin,  at  the  head  of  which  it  must  place  either  one  of  its 
members  or  a  merchant,  or  one  of  it*  memlx-ps  and  a  merchant.  In  the  latter  case 
the  committee  can  define  the  powers  of  both  heads  as  it  sees  fit.  Whenever  a 
merchant  is  put  at  the  head  of  the  office  his  actions  must  be  confirmed  by  the  council 
of  supervision  of  the  association. 
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The  head  of  the  examining  office  must  oversee  the  entire  business  management  of 
the  association  and  of  the  individual  associates  in  all  cases  in  which  their  business  is 
affected  by  this  agreement,  and  for  this  purpose  he  must  at  any  time  be  given  per- 
mission by  the  business  managers  of  the  association,  or  by  the  associates,  to  inspect 
their  business  books  and  papers  and  also  to  enter  the  rooms  and  buildings  of  the 
association  and  of  the  associates  (with  the  exception  of  the  factory  rooms).  He 
must,  further,  perform  the  duties  laid  upon  him  in  this  agreement  and  in  the  decisions 
made  in  carrying  out  the  same.  Whenever  differences  of  opinion  arise  between 
the  head  of  the  examining  office  and  the  business  management  or  the  council 
of  supervision  of  the  association  the  question  must  be  settled  by  the  collective 
committee. 

The  expenses  of  the  examining  office  are  considered  expenses  of  the  company  as  a 
whole. 

SECTION  28. — Regulation  of  purchase  and  sale. 

The  collective  committee  makes  decisions  in  regard  to  the  purchase  of  raw  spirit, 
as  well  as  in  regard  to  the  sale  of  refined,  unrefined,  and  denaturalized  spirit,  whether 
in  the  domestic  or  foreign  market.  As  often  as  either  the  delegate  of  the  committee 
of  distillers  or  the  head  of  the  examining  office  or  the  business  management  or 
the  council  of  supervision  of  the  association  demand  it  the  collective  committee 
must  decide  whether  an  alteration  is  to  be  made  in  the  arrangements. 

SECTION  29. — Reckoning  of  the  average  yearly  proceeds. 

The  average  yearly  proceeds  are  ascertained  in  the  following  manner,  all  taxable 
varieties  being  reduced  to  the  basis  of  70  per  cent  spirit: 

The  whole  amount  of  the  partial  payments  made  to  the  distillers  during  the  busi- 
ness year  is  increased  or  decreased  by  the  balance  yielded  from  the  year's  balance 
sheet,  and  the  sum  resulting  herefrom  is  divided  by  the  number  of  hectoliters 
shipped  by  the  distillers  in  the  course  of  the  year.  The  balance  sheet  which  is  to  be 
made  for  the  1st  of  December  of  every  year  is  subject  to  the  investigation  and  accept- 
ance of  the  collective  committee. 

SECTION  30. — Competition  forbidden. 

The  distillers  are  forbidden  to  take  part,  either  directly  or  indirectly,  during  the 
duration  of  this  agreement,  in  a  spirit-refining  plant  under  the  control  of  the  excise 
commissioners,  or  in  the  erecting  of  a  spirit  warehouse,  in  case  these  plants  have  not 
entered  the  association. 

This  regulation  does  not  apply  in  case  a  distiller  obtains  such  a  plant  through 
inheritance  or  as  the  holder  of  a  mortgage  after  it  has  been  sold  at  a  forced  public 
auction.  However,  such  a  distiller  is  under  obligation  within  a  year  either  to  unite 
the  plant  thus  obtained  to  the  association  or  to  give  up  the  management  of  the  same. 

For  every  violation  of  these  regulations  the  offender  has  to  pay  a  fine  of  10,000 
marks  to  the  company  as  a  whole,  by  the  payment  of  which,  however,  he  is  not  freed 
from  his  obligation  to  fulfil  the  agreement. 

SECTION  31. — Reports  of  the  distillers. 

The  distillers  are  required  to  make  to  the  association  all  those  communications  in 
regard  to  the  management  of  their  distilleries,  to  their  quota,  in  regard  to  the  tax  for 
mash  room  to  be  paid  by  them,  in  regard  to  the  shipments  to  be  expected,  in  regard 
to  the  probable  and  definite  proceeds  of  the  potato  harvest,  as  well  as  all  other 
reports  which  the  committee,  after  hearing  the  council  of  supervision,  requires  of  the 
association. 

SECTION  32. — Right  of  appeal. 

Grievances  of  the  associates  which  can  not  be  settled  by  correspondence  with  the 
association  are  referred  to  the  examining  office,  and,  in  case  they  are  not  settled 
here,  are  referred  to  the  committee  of  distillers.  If  the  latter  can  not  bring  about  a 
compromise  they  must  be  settled  by  the  court  of  arbitrators  (sec.  33). 

SECTION  33. — Court  of  arbitrators. 

All  variances  between  the  associates  which  can  not  be  settled  according  to  section 
32  are  settled,  exclusive  of  the  ordinary  course  of  the  law,  by  a  court  of  arbitrators. 

Each  division  of  the  distillers'  union  appoints  2  persons  each  for  3  years  as  mem- 
bers of  the  court  of  arbitrators.  The  association  appoints  -14  persons,  of  whom  4 
inust  be  dealers  in  spirits,  and  the  collective  committee  appoints  5  persons. 
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For  the  purpose  of  arbitration  each  side  appoints  an  arbitrator  from  the  number 
of  the  members  of  the  court  of  arbitrators  appointed  by  the  divisions  of  the  distill- 
ers' union  and  by  the  association.  If,  after  a  written  request  by  the  opposite  side, 
one  side  fails  to  appoint  its  arbitrator  within  2  weeks,  then  the  opposite  side  has 
the  right  of  appointing  the  arbitrator  for  that  side.  If  the  two  arbitrators  appointed 
to  decide  the  matter  can  not  agree,  then  they  have  to  choose  a  referee  from  the  num- 
ber of  those  members  of  the  court  of  arbitrators  whom  the  collective  committee  has 
appointed.  If  the  arbitrators  can  not  agree  upon  the  choice  of  a  referee,  then  the 
latter  must  be  appointed  by  the  collective  committee  out  of  the  number  of  members 
appointed  by  it. 

The  arbitrators  appointed  to  arrive  at  a  decision  decide  upon  the  method  of  pro- 
cedure. Whenever  the  cooperation  of  the  regular  court  is  called  upon,  the  national 
court  (Landgericht),  Berlin  I,  is  agreed  upon  as  competent  court. 

The  expenses  of  arbitration  are  borne  by  the  defeated  side;  they  are  to  be  fixed 
according  to  their  amount  in  the  decision  of  the  arbitrators.  Reimbursement  can 
not  t>e  made  for  extraordinary  costs. 

In  case  that  within  a  year  from  the  day  that  the  court  of  arbitrators  was  formed 
the  decision  has  not  been  properly  reached,  submitted,  and  deposited  at  the  national 
court,  Berlin  I,  either  side  has  a  right  to  resort  to  the  ordinary  course  of  the  law. 
In  this  case  the  national  court,  Berlin  I,  is  exclusively  competent  to  decide. 

SECTION  34. — Alteration  of  laws. 

In  computing  the  shares  of  the  proceeds  of  both  sides  the  price  to  be  obtained  on 
the  basis  of  the  existing  tax  conditions  for  raw  spirit,  subject  to  a  consumption  tax  of 
70  marks,  is  decisive.  Alterations  of  the  tax  laws,  by  which  the  prices  are  increased 
or  decreased,  affect  the  shares  of  the  profits  of  the  distillers  and  the  association. 
Whenever  this  occurs,  the  collective  committee  is  authorized  to  undertake  the 
alteration  of  this  agreement  necessitated  thereby. 

If  the  two  groups  of  the  committee  can  not  come  to  an  agreement,  each  of  them 
has  to  appoint  a  lawyer  who  has  been  judge  or  attorney  for  at  least  15  years,  and 
these  two  lawyers  have  to  choose  a  third  with  like  qualifications. 

The  collective  committee,  reinforced  by  these  lawyers,  decides,  by  a  majority  vote, 
whether  there  is  occasion  for  changing  the  agreement,  and,  in  case  there  is,  it  makes 
the  needed  alterations  of  the  agreement,  and  these  are  binding  upon  all  the  associates. 

SECTION  35. — Dissolution. 

Liquidation  takes  place  according  to  the  legal  provisions. 
The  liquidators  are  chosen  by  the  collective  committee. 

SECTION  36. — Arrangements  for  transition  period. 

The  association  will  notify  its  members  at  least  5  days  beforehand  when  its  busi- 
ness is  to  open.  Beginning  with  the  third  day  after  receiving  this  notification,  no 
associate  is  allowed  to  buy  or  sell  raw  and  refined  brandy  on  his  own  or  other 
account,  for  October  delivery,  1899,  and  later,  on  penalty  of  a  fine,  paid  to  the  com- 
pany as  a  whole,  of  10  marks  for  every  hectoliter  of  pure  alcohol  bought  or  sold  in 
violation  of  this  regulation. 

Settlements  of  transactions  previously  entered  into  in  open  markets  and  exchanges 
are  referred  to  the  association  after  the  notification  above-mentioned. 

Questions  arising  in  the  winding  up  of  the  current  transactions  and  in  taking  over 
the  stocks  of  goods  on  hand  are  to  be  settled  by  a  commission,  to  which  the  com- 
mittee of  distillers  and  the  council  of  supervision  each  send  three  delegates.  If 
bull)  groups  can  not  conic  to  a  derision,  then  a  referee  proceeding  is  to  )>e  held,  as 
in  section  24.  The  decisions  thus  arrived  at  are  final  and  binding  for  all  associates. 

The  commission  must  observe  the  regulations  fixed  in  Appendix  B  in  arriving  at 
decisions. 

SKCTION  :!7. 

The  contracting  parties  agree  that,  according  to  section  8  of  the  statutes  of  the  Sell- 
ing t'nion  of  German  Spirit  Manufacturers,  a  tax  of  5  pfennigs  for  every  hectoliter  of 
pure  alcohol,  which  in  the  execution  of  this  agreement  is  shipped  for  sale  in  com- 
mon, is  at  the  exjK-nse  of  the  whole  company  to  Ix;  transferred  to  the  account  of  the 
union  bv  the  association. 
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EXHIBIT  A. 

The  business  dealings  of  the  distiller  (providing  casks,  advances,  etc.,  as  nearly  as 
possible  in  the  previous  manner)  can  be  managed  by  alcohol  factories,  spirit-selling 
associations  and  unions,  and  dealers  in  spirits. 

To  these  dealings  the  following  regulations  apply: 

I. 

(a)  Shipments  through  alcohol  factories. — For  the  spirits  of  those  distillers  which  have 
shipped  directly  to  the  alcohol  factories  during  the  business  year  1898-99  and  have 
not  made  a  binding  declaration  of  their  admission  into  a  selling  association  by  the 
1st  of  January,  1899,  the  alcohol  factories  receive  30  pfennigs  for  every  hectoliter  of 
pure  alcohol  shipped  to  the  association  from  the  distiller  concerned  during  the  dura- 
tion of  the  principal  agreement. 

If  the  alcohol  factories  consequently  furnish  in  addition  spirits  ready  for  sale  of 
distillers  entering  the  union,  who  at  the  beginning  of  the  business  transactions  of  the 
association  had  not  entered  the  union,  they  receive  for  these  quantities  of  spirits  30 
pfennigs  per  hectoliter. 

If  the  alcohol  factories  furnish  spirits  from  members  of  the  union  who  in  the  busi- 
ness year  1898-99  had  sold  their  spirits  to  other  agents,  then  the  factory  receives  20 
pfennigs  for  every  hectoliter  ready  for  use  that  they  ship. 

(b)  Shipmerits  through  spirits-selling  associations  ai.d  unions. — The  associations  receive 
60  pfennigs  per  hectoliter  for  shipment  of  spirits  ready  for  use  of  those  distillers  who 
have  become  members  of  a  selling  association  or  union  which  was  in  activity  on  the 
1st  of  January,  1899,  or  who  have  declared  their  intentions  of  entering  such  a  union 
by  the  26th  of  January,  1899,  and  themselves  enter  the  union. 

If  one  of  these  associations  or  unions  in  consequence  furnishes  spirits  ready  for  use 
of  such  distillers  as  enter  the  union,  who  at  the  beginning  of  the  business  transac- 
tions of  the  association  had  not  yet  joined  the  union,  then  it  (the  association)  receives 
likewise  for  these  amounts  of  spirits  60  pfennigs  per  hectoliter. 

If  such  an  association  or  union  furnishes  spirit  from  members  of  the  union  who 
had  sold  their  spirits  to  dealers  during  the  business  year  1898-99,  and  had  not  made 
a  declaration  of  their  entrance  into  such  a  union  by  the  26th  of  January,  then  the 
association  receives  40  pfennigs  for  every  hectoliter  of  spirits  ready  for  use  shipped, 
while  20  pfennigs  per  hectoliter  is  paid  as  satisfaction  to  the  dealer  during  the  dura- 
tion of  the  principal  agreement. 

Associations  or  unions  not  beginning  business  until  later  receive  40  pfennigs  per 
hectoliter  of  pure  alcohol  for  spirits  ready  for  sale  which  they  ship  from  those  distil- 
lers who  had  pledged  themselves  to  enter  by  the  1st  of  January,  1899,  and  do  enter 
the  union.  In  case  of  damage  by  transportation  in  the  two  classes  of  sales  men- 
tioned above,  these  associations  or  unions  receive  indemnities  of  40  and  20  pfennigs, 
respectively. 

(c)  Shipments  through  dealers  in  spirits. — For  shipment  of  spirits  ready  to  use  of  those 
members  of  the  union  who  have  appointed  a  certain  dealer  to  transact  their  business, 
the  latter  receives  a  commission  of  30  pfennigs  per  hectoliter  at  the  most. 

In  case  a  member  of  the  union  withdraws  the  above-mentioned  appointment  and 
transfers  the  transaction  of  his  business  to  another  agent,  the  dealer  receives  20 
pfennigs  per  hectoliter  as  satisfaction  as  long  as  the  main  agreement  lasts.  This 
indemnity  can,  in  particular  provinces,  be  raised  to  40  pfennigs  per  hectoliter  for 
dealers  on  a  larger  scale  whenever  distilleries  are  concerned  with  which  the  dealer 
has  contracted  for  the  business  year  1898-99.  For  shipment  of  spirits  ready  for  sale 
of  such  distillers  as  had  not  up  to  that  time  entered  the  union,  the  dealers  receive 
30  pfennigs  per  hectoliter. 

If  a  dealer  furnishes  spirits  from  members  of  the  union  who  up  to  that  time  had 
shipped  through  other  agents,  he  receives  a  commission  of  20  pfennigs  per  hectoliter. 

All  dealers  who  undertake  the  shipment  of  spirits  as  agents  for  the  association,  are 
required,  whenever  it  is  possible,  to  induce  those  distilleries  from  which  during  the 
distilling  year  1898-99,  or  later,  they  have  bought  spirits,  to  join  the  union,  and  in 
case  they  do  not  succeed  in  this,  to  offer  for  sale  to  the  association  the  spirits  bought 
by  them  according  to  their  own  conditions  of  sale.  The  association  must,  in  accept- 
ing the  offer,  pay  the  dealer  the  commission  fixed  in  the  agreement,  but  has  the 
right  to  refuse  the  offer. 

After  January  26,  1899,  the  dealers  acting  as  agents  for  the  association  are  not 
allowed  any  longer  to  buy  spirits  from  distilleries  with  which  they  had  not  already 
at  that  time  made  contracts  for  the  business  year  1898-99  or  later.  In  case  of  the 
violation  of  this  requirement  the  dealer  has  to  pay  to  the  association,  in  favor  of  the 
company  as  a  whole,  a  fine  of  10  marks  per  hectoliter  of  pure  alcohol  for  the  spirits 
bought  in  violation  of  this  regulation. 
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n. 

In  case  that  an  alcohol  factory  or  a  dealer  voluntarily  breaks  the  contract  with  a 
member  of  the  union  or  necessitates  the  breaking  of  the  contract  by  culpable  pro- 
ceedings, the  remunerations  guaranteed  in  I  (a)  and  (c)  are  abolished. 

III. 

The  above  statements  of  commissions  comprise — 

(a)  Remuneration  for  fulfillment  of  the  requirements  stated,  in  section  7  of  the 
principal  agreement. 

(b)  Remuneration  for  furnishing  credit  to  distillers  in  the  previous  manner. 

If  a  factory  or  dealer  withdraws  from  a  distiller  the  advance  demanded,  according 
to  the  usual  conditions  up  to  this  time,  then  the  factory  or  dealer  loses  claim  to  the 
percentages  of  commission  fixed  in  I  (a)  and  (c)  only  when  another  factory  or  dealer, 
or  the  association  itself,  declare  themselves  ready  to  furnish  the  credit  desired  in 
return  for  the  transference  of  the  commission  fixed  therefor. 

The  distiller  also  has  the  right  to  make  the  request  for  credit  directly  to  the  asso- 
ciation, which  decides  upon  the  terms  for  granting  this  credit.  The  association  is 
allowed  to  give  credit  only  when  it  undertakes  the  security  for  the  same,  for  which 
it  receives  the  half  of  the  commission  fixed  therefor. 


EXHIBIT  B. 
I. 

For  the  goods  on  hand  at  the  beginning  of  the  business  of  the  association,  or  to  be 
handled  by  it  immediately  after  the  undertaking  the  same,  the  discounted  price 
fixed  according  to  the  main  agreement  by  the  association  for  distillers  is  to  be  paid, 
in  the  case  of  refined  spirits,  with  an  addition  of  3  marks,  the  refining  premium  for 
primary  refined  spirits,  and  1.50  marks  for  secondary  refined  spirits  and  alcohol. 
Berlin  is  taken  as  the  freight  basis. 

In  so  far  as  the  goods  accepted  by  the  15th  of  October,  1899,  are  sold  by  the 
association,  the  amount  actually  obtained  above  or  below  the  discounted  price  is  to 
be  counted  to  the  credit  or  debit  of  the  associate  concerned. 

The  goods  sold  after  the  15th  of  October,  1899,  are  reckoned  in  with  the  average 
yearly  profits.  The  difference  arising  from  this  is  transferred  to  the  credit  or  debit 
of  the  associate  concerned  at  the  close  of  the  business  year. 

II. 

Whenever  associates,  before  the  conclusion  of  the  agreement,  have  contracted  busi- 
ness engagements  for  October  delivery,  1899,  and  later  upon  the  basis  of  the  actual 
prices  current  at  the  time  of  the  transaction,  the  following  regulations  must  be 
observed : 

(a)  Sales  are  carried  out  by  the  association  according  to  the  agreements  entered 
into  between  the  associates.  The  association  has  the  choice  whether  it  will  carry  on 
the  sale  on  the  account  of  the  company  as  a  whole  or  on  the  account  of  the  original 
seller.  In  the  latter  case  the  associate  receives  the  refining  premium  agreed  upon 
with  the  purchaser,  not  the  refining  premium  fixed  in  the'main  agreement. 

(f>)  Contracts  for  the  business  year  with  distillers  who  have  entered  the  Selling 
Union  of  German  Spirit  Manufacturers  are  subject  to  the  regulations  of  the  main 
agreement. 

(c)  Purchases  made  by  distillers  not  belonging  to  the  union  are  to  be  transferred 
to  the  association  on  the  account  of  the  company  as  a  whole.  The  original  terms  of 
purchase  arc  to  be  observed.  The  commission  to  be  granted  for  these  purchases, 
according  to  the  main  agreement,  is  to  be  paid  to  the  associate  who  has  brought  about 
the  purcha-c  before  thr  l.-t  of  January.  Incase  the  purchasing  price  agreed  toby 
the  associate  varies  considerably  from  the  current  price  at  that  time,  the  difference 
is  at  the  expense  of  the  associate. 

III. 

From  the  conclusion  of  this  agreement  until  the  opening  of  business  the  associates 
are  allowed  to  make  business  contracts,  which  are  to  !>e  filled  after  tin-  Is!  of  Octo- 
ber, 1899,  only  with  previous  permission  of  one  of  the  appointed  business  managers. 
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IV. 

The  following  principles  apply  to  business  contracts  which  the  individual  associ- 
ates have  made  for  October  delivery,  1899,  and  later  on  their  own  account,  such  con- 
tracts being  ma'de  before  the  time  of  opening  the  business  of  the  associaton  at  the 
fixed  price: 

(a)  Every  associate  is  required  on  the  1st  of  October,  1899,  to  have  on  hand  ready 
for  sale  not  less  than  one  twenty-fourth  of  his  quota  of  refined  and  unrefined  brandy. 

(/>)  This  amount  serves  to  cover  those  sales  at  the  fixed  price  which  the  associate 
has  concluded  per  date  of  October,  1899,  and  later,  and  is  increased  whenever  these 
sales  are  higher  than  one  twenty-fourth  of  the  quota  of  the  associate  and  are  not  bal- 
anced by  purchases  of  the  associate  at  the  standard  price  for  the  same  or  a  preced- 
ing month. 

(r)  If  the  sales  at  the  standard  price  per  date  of  October,  1899,  and  later  exceed 
the  securities  for  the  same  fixed  in  (6),  then  the  associate  must  obtain  the  additional 
amount  needed  from  the  association,  which  charges  the  same  to  him  at  the  average 
price  of  the  year. 

(d)  The  sales  per  date  of  October,  1899,  and  later  transacted  according  to  the  agree- 
ments (b)  and  (c)  upon  the  account  of  the  associates  are  added  to  the  share  of  the 
associates  for  the  business  year  1899-1900. 

(c)  The  associates  can  not  claim  from  the  association  refining  premiums  and 
remunerations  for  the  storing,  shipping,  etc.,  of  the  spirit  needed  to  cover  these  sales. 

(/)  Whenever  an  associate  has  made  purchases  per  date  of  October,  1899,  and 
later  at  the  standard  price,  which  exceed  the  above-mentioned  sales,  he  must  hand 
over  the  surplus  brandy  to  the  association,  which  grants  him  for  that  the  average 
yearly  proceeds  of  the  distilling  year  of  1899-1900. 


EXHIBIT  C. 

PARITY    PLACES. 

[Names  of  persons,  etc.,  omitted.] 

Marks. 

Alt-D6bern below  par. .  0.  »>0 

Bautzen below  par. .  .  80 

Berlin Par. 

Beuthen  o.  8chl below  par. .  1 .  00 

Breslau below  par. .  1.  30 

Bromberg below  par. .  1 .  70 

Buir above  par. .  1 .  80 

Chemnitz above  par. .  .  30 

Coin above  par. .  1 .  80 

Colberg below  par. .  1.10 

Crefeld above  par. .  1 .  80 

Deutech-Eylau below  par. .  1.  80 

Dresden Par. 

Erkelenz above  par. .  1 .  80 

Frankfurt  a.  M above  par. .  1 .  -r>0 

Freiberg  i.  S *. above  par. .  .  20 

Gelgern above  par. .  1.  80 

Gera above  par. .  .  30 

Gleiwitz below  par..  1.  00 

Griinwinkel above  par. .  2.  20 

Guben below  par. .  .  80 

Halberstadt above  par. .  .  50 

Halle  a.  S above  par. .  .  10 

Hamburg above  par. .  .  70 

Hannover above  par. .  1. 10 

Heilbronn above  par. .  1 .  80 

Konigsberg  i.  Pr below  par. .  .  50 

Kosel-Kandrzin below  par. .  1.  00 

Krakow  i.  Meckl below  par. .  .  20 

Kreuzberg  o.  Schl below  par. .  1.  50 

Krotoschin below  par..  1. 80 

Landstuhl above  par. .  2.  00 
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Marks. 

Leipzig Par. 

Lissa  i.  P below  par. .  1.  50 

Lublinitz below  par. .  1.  30 

Ludwigshafen above  par. .  2. 00 

Magdeburg above  par. .     .  30 

Mocker  bei  Thorn below  par. .  1.  70 

Miinchen above  par. .  1. 20 

Namslau below  par. .  1. 50 

Neufahrwasser below  par. .  1. 00 

Neustettin below  par. .  1. 50 

Nordhausen above  par. .     .  70 

Niirnberg above  par. .  1.  20 

Oppeln below  par. .  1. 30 

Oschersleben above  par. .     .  40 

Peine above  par. .     .  90 

Pirna Par. 

Posen below  par. .  1. 50 

Pr.  t-'targard below  par. .   1 . 40 

Ratibor below  par. .  1. 30 

Regensburg above  par. .   1. 20 

Kicsa below  par..     .  10 

Rosenberg below  par. .  1. 50 

Rostock below  par. .     .  20 

Riigenwalde below  par. .  1. 10 

Schwerin Par. 

Schwetzingen above  par. .  2. 00 

Stargard  i.  P below  par. .     .  70 

Stettin below  par. .     .  50 

Stolp  i.  P below  par. .  1.  20 

Stolpmiinde below  par. .  1. 20 

Thorn below  par..  1.  70 

Willich above  par. .  1. 80 

Wittenberg below  par. .     .  20 

Wiirzbnrg above  par. .  1. 50 

Zeitz above  par. .     . 20 


APPENDIX  III. 

PETITION  OF  THE  SPIRITS  COMBINATION  TO  THE  GOVERN- 
MENT, ASKING  SPECIAL  FREIGHT  RATES  FOR  SPIRITS  USED 
IN  THE  ARTS. 

BERLIN,  November  IS,  1899. 

Hi.-  Kxcellency  THIKLEX, 

/,'«//"/  1'rnxxian  Secretary  of  State  and  Secretary  of  Public  Works,  Berlin: 

The  undersigned  society  was  founded  at  the  beginning  of  this  year,  with  the  object 
of  selling  spirituous  products  of  the  German  distilleries.  With  this  society  by  far  the 
greater  part  of  German  spirits  manufacturers  have  united,  in  order  to  secure  the  sys- 
tematic ami  organized  marketing  of  their  products.  As  with  intensive  agricultural 
management  all  agricultural  by-industries  also  gain  in  importance,  the  production  of 
spirits  is  in  process  of  constant  growth.  While  the  production  of  alcohol  in  1896-97 
amounted  only  to  307,500,000  liters  of  pure  alcohol,  it  had  increased  in  1897-98  to 
325,500,000  liters,  and  in  1898-99  to  382,300,000  liters. 

As  an  increase  in  the  consumption  of  liquors  in  large  quantities  is  neither  to  be 
expected  nor  to  l>e  desired,  the  efforts  of  the  distillers  to  avoid  a  heavy  and  porten- 
tous fall  in  prices  of  spirits  for  tin-  eastern  part  of  our  country,  or  to  avoid  decrease 
of  production — which  would  be  harmful  to  agriculture — can  only  be  successful 
when  new  markets  are  opened  for  this  production  through  the  increased  utiliza- 
tion of  spirits  for  technical  purposes.  To  promote  to  a  greater  extent  the  sale  of 
spirits  for  cooking,  heating,  and  lighting  purpose?,  to  secure  all  the  conditions,  ner.>- 
sary  to  that  end,  is  one  of  the  mo.-t  important  aims  of  the  central  agency  for  the  dis- 
posal of  spirits.  From  the  beginning  of  it.s  activity  it  has  fixed  for  the  production  of 
unrefined  spirits  extraordinarily  low  wholesale  prices;  and  it  will  make  every  effort 
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toward  having  the  retailers,  on  the  basis  of  these  low  prices,  offer  to  each  house- 
hold and  trade  the  unrefined  spirits  with  only  a  very  moderate  profit  added.  The 
sacrifices  which  the  united  distillers  and  the  central  society  for  the  disposal  of  spirit- 
uous products  are  making  to  this  end  are  extraordinarily  great.  But  these  sacrifices 
are  made  in  the  consciousness  that  they  are  necessary  for  keeping  alive  one  of  the 
most  important  agricultural  industries,  and  that  they  are  an  act  of  self-help  which  in 
such  proportions  was  never  before  known  in  German  agriculture  and  industries  con- 
nected with  it. 

For  the  realization  of  these  efforts  we  solicit  the  cooperation  of  the  Government. 
The  matter  in  question  is  not  that  of  special  assistance  on  the  part  of  the  Govern- 
ment; what  we  ask  for  is  an  extension  in  the  domain  of  tariff  policy  of  the  practical 
application  of  principles  which  have  already  been  advocated  by  the  deliberative  bodies 
of  the  royal  railroad  administration,  namely,  the  permanent  tariff  commission  and 
the  National  Railroad  Council,  and  which  have  constituted  for  a  long  time  a  part  of 
legislative  and  administrative  practice.  We  beg  in  this  connection  to  refer  most 
humbly  to  the  fact  that  the  high  duties  which  were  imposed  by  the  revenue  tax  laws 
upon  spirits  were  entirely  removed  in  so  far  as  concerns  the  consumption  for  technical 
purposes,  i.  e. ,  the  unrefined  spirits.  Here  legislation  is  fully  consistent  in  its  inten- 
tion, which  is  to  tax  liquors  used  as  beverages  but  not  to  harm  that  consumption 
whose,  great  significance,  from  an  economical  and  agricultural  standpoint,  is  recog- 
nized by  all.  So  far  as  the  carrying  out  of  these  legislative  measures  by  the  Imperial 
Government  is  concerned  it  must  be  thankfully  acknowledged  that  nothing  has  been 
neglected  necessary  to  comply  with  the  spirit  of  the  laws,  but  unfortunately  the 
intention,  as  yet,  has  not  found  a  practical  application  in  the  scale  of  the  railroad 
tariff.  The  railroad  administration  has  not  as  yet  fixed  different  rates  for  spirits  for 
drinking  purposes  and  spirits  for  other  uses,  and  it  is  here  that  a  reform  is  impera- 
tively needed,  because  the  spirits  are  subject  to  the  general  carload  tariff,  that  is,  the 
highest  single  rates  for  carloads.  It  is  at  the  same  time  to  be  taken  into  consideration 
that  the  main  place  for  the  production  of  spirits  is  in  the  eastern,  that  of  consumption, 
to  a  large  degree,  in  the  western  part  of  the  Empire,  and,  as  a  consequence,  a  great 
part  of  the  total  product  must  be  shipped  from  east  to  west  and  south,  and,  further, 
that  the  unrefined  spirits  must  be  considered  as  a  heating  and  lighting  material,  the 
freight  rate  of  which  is  in  sharp  contradiction  to  that  of  the  majority  of  other  heating 
and  lighting  materials.  Even  to  petroleum  brought  in  from  foreign  countries  excep- 
tional tariffs  are  granted  in  part.  As  regards  freighting,  however,  spirits  are  at  a 
disadvantage  from  the  very  start  as  compared  with  petroleum — the  strongest  com- 
petitor of  unrefined  spirits  in  the  sphere  of  heating  and  lighting.  To  petroleum 
arriving  from  abroad  by  sea,  the  great  water  courses  of  the  interior  are  available: 
it  can  thus  be  shipped  to  the  most  important  markets  at  freight  rates  which  for 
spirits  can  hardly  ever  be  thought  of.  The  latter  remain  essentially  confined  to 
railroad  freight  rates,  and  the  interior  water  courses  can  never  be  used  to  any 
considerable  degree. 

This  subject  has  already  been  most  throughly  investigated  and  discussed  by  the 
railroad  administration,  the  petition  of  the  union  of  spirits  manufacturers  May  15, 
1897,  for  a  reduced  tariff  for  unrefined  spirits  having  given  rise  to  this  discussion. 
The  union  has  not  as  yet  brought  its  request  to  the  desired  issue,  although,  as  already 
mentioned,  the  national  railroad  board  as  well  as  the  permanent  tariff  commission 
have  recognized  the  correctness  of  the  claim  of  the  union  for  a  reduced  rate  on  unre- 
fined spirits.  We  take  the  liberty  in  this  connection  to  refer  most  humbly  to  the  pro- 
ceedings of  the  sixty-third  session  of  the  permanent  tariff  commission  of  September 
7,  8,  1897,  No.  21,  page  288  and  further,  as  well  as  to  the  proceedings  of  the  twenty- 
ninth  session  of  the  railroad  board  November  19,  1897,  No.  36,  page  92.  In  these 
proceedings  we  would  like  especially  to  emphasize  the  fact  that  several  speakers,  no 
matter  what  view  they  held  as  to  the  removal  of  the  tariff,  unanimously  expressed 
their  conviction  as  to  the  importance  and  great  economical  value  of  an  increased  con- 
sumption of  spirits  applicable  in  industries.  The  national  railroad  board,  which  at 
its  last  session  in  December,  1898,  took  up  the  question  of  special  rates  on  unrefined 
spirits,  also  expressly  declared  its  consent  to  the  reduction  of  the  rates.  If,  in  spite 
of  all  this,  the  reform  is  delayed,  the  cause  is  probably  to  be  sought  in  the  fact  that 
the  different  interests  of  the  parties  concerned  have  made  the  Government  hesitate 
in  taking  any  steps  toward  bringing  the  reform  into  existence.  The  objections  were 
based  on  the  expected  change  in  values  which  would  inevitably  result  from  the 
reduced  rates.  The  reduction  of  freight  rates  in  the  east  at  that  time  might  easily 
have  led  to  a  rise  in  cost  price  for  a  group  of  distilleries  and  therefore  the  eastern 
spirits  manufacturers  were  afraid  of  a  confusion  in  the  buy  ing  conditions  of  individuaal 
distillers,  whereas  the  western  and  southern  spirits  manufacturers  were  in  fear  of  a 
depreciation  of  the  value  of  their  products.  In  addition,  at  the  tim^  when  the 
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union  of  spirits  manufacturers  made  its  request,  there  existed  considerable  doubt 
whether  the  reduced  rate  on  unrefined  spirits  would  lead,  in  all  parts  of  the  country 
and  to  a  full  extent,  to  a  reduction  in  the  sale  prices,  inasmuch  as  there  was  then 
no  organization  in  existence  which  had  for  its  purpose  to  take  advantage  of  any 
opportunity  for  the  reduction  of  the  selling  price  which  might  occur.  An  end  is  put 
to  all  these  fears  and  doubts  through  the  foundation  of  a  joint  selling  enterprise. 
Leaving  out  of  account  the  distilleries  of  corn  spirits  which  lie  more  in  the  west  of 
Germany  and  mostly  furnish  for  consumption  a  product  suitable  for  drinking,  con- 
siderably more  than  90  per  cent  of  the  German  distilling  production  participates 
in  the  joint  selling  enterprise.  The  price  relations  of  different  parts  of  the  country 
to  each  other  are  fixed  for  9  years.  The  selling  occurs  under  centralized  management, 
on  joint  account. 

Therefore  the  fears  that  before  led  to  opposition  against  the  reduced  rate  exist  no 
longer  and  they  have  actually  disappeared.  There  is  no  doubt  at  present  that  all 
the  considerations  which  a  year  ago  led  to  opposition  have  now  become  superfluous, 
and  we  dare  say  that  the  distillers,  who  at  that  time  opposed  the  reduction  of 
freight  rates,  are  now  warm  and  ardent  advocates  of  it. 

On  the  ground  of  these  considerations  we  petition  vour  excellency  to  order  that  the 
freight  on  unrefined  spirits  should  be  rated  according  to  the  standard  of  Special 
Tariff  III. 

At  the  same  time  we  take  the  liberty  to  express  our  confident  hope  that  this  request 
will  be  granted  immediately,  at  least  for  Prussia,  since  there  is  nothing  more  in  the 
way  of  all  that  heretofore  could  hinder  a  decision. 

\\Y  have  specially  omitted  to  include  in  this  request  spirits  which  are  to  be  con- 
verted into  spirits  fo'r  technical  purposes  a.ter  being  shipped.  All  the  reasons  which 
exist  for  the  taking  off  of  the  tariff  from  the  spirits  alreadv  suited  for  technical  pur- 
poses hold  good  also  for  spirits  which  are  to  be  converted  into  such,  but  it  must  be 
admitted  that  special  provisions  must  first  be  made  in  order  to  extend  freight-tariff 
reductions  with  safety  also  to  that  part  of  the  consumption. 

For  this  reason  we  refrain  from  asking  at  present  for  a  special  rate  for  spirits  which 
are  to  be  made  suitable  for  technical  purposes,  and  limit  ourselves  to  petitioning  for  a 
more  prompt  introduction  of  that  reduced  rate  which  the  National  Railroad  Council 
has  already  approved. 

Those  manufacturers  of  spirits  who  before  took  a  stand  against  our  request  have, 
in  the  meantime,  informed  the  railroad  administration  bv  written  statements  of  a 
direct  change  of  their  opinion,  or  in  response  to  inquiry  have  answered  that  they 
have  no  longer  any  objections  to  make  against  this  petition. 

CENTRAL  SOCIETY  FOR  DISPOSING  OF  SPIRITUOUS  PRODUCTS  (LIMITED), 

i 

Authorized  Agent  of  the  Board  of  Directory  of  the  Union  of  German  Spirits  Manufac- 
turer*. 


APPENDIX  IV. 

ARTICLES  OF  ASSOCIATION  AND  BY-LAWS  OF  THE  UNITED 
PENCIL  FACTORIES  COMPANY  (VEREINIGTE  PINSEL-FABRI- 
KEN)  OF  NUREMBERG. 

f Revised  by  resolution  of  the  stockholders'  meeting  of  Novembers,  1892,  January 30, 1896,  and  Ootobe 

•21,  1899.] 

TITLE  I. — Name,  location,  and  object  of  the  company. 

SWTION  1.  The  stock  company  established  by  the  present  articles  bears  the  name 
I'nited  Pencil  Factories.  It  has  its  location  in  Nuremberg,  ami  is  of  unlimited 
duration. 

SEC.  2.  The  object  of  the  undertaking  is  the  construction,  acquisition,  operation, 
alienation  of  pencil  manufacturing  establishments  and  other  institutions  of  all  sort-, 
or  the  participation  in  such  enterprises  in  any  form  whatever,  and  in  connection 
therewith  the  acquisition  and  alienation  of  real  estate. 

TITLE  II. — Capital,  shares,  and  shareholders. 

SEC.  3.  The  capital  amounts  to  3,750,000  marks,  divided  into  3,750  shares  of  1,000 
marks  each,  running  in  the  name  of  the  holder  [i.  e.,  transferable  without  re«:i*t ra- 
tion]. The  increase  or  decrease  of  the  capital  may  be  brought  about  by  a  resolution 
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of  the  stockholders'  meeting,  but  only  by  a  majority  of  three-fourths  of  the  capital 
voting  on  the  question. 

The  stockholders'  meeting  determines  the  amount  of  the  separate  emissions  of 
shares,  as  well  as  the  minimum  price  at  which  the  shares  are  to  be  issued. 

SEC.  4.  The  amortization  of  shares  is  permissible. 

TITLE  III. — Administration. 

SEC.  5.  The  organs  of  the  company  are: 

A.  The  president  or  executive  committee  (  Vorstand). 

B.  The  board  of  directors  or  council  of  supervision  (Aufsichtsrath). 

C.  The  general  stockholders'  meeting  (Generalversammlung). 

A.  Executive  committee. 

SEC.  6.  The  executive  committee,  which  may  consist  01  one  or  several  persons,  is 
appointed  and  removed  by  the  board  of  directors.  The  appointment  of  the  mem- 
bers of  the  executive  committee  may  be  revoked  at  any  time,  but  without  affecting 
their  claims  on  the  basis  of  the  contract  of  employment. 

The  board  of  directors  may  also  name  authoritative  representatives  (Stellrertreter) 
for  the  members  of  the  executive  committee,  and  may  also  designate  certain  of  its 
own  members  as  such  alternates;  but  the  latter  shall  be  so  designated  only  for  a 
period  determined  in  advance,  which  may  not  exceed  6  months  in  duration. 

SEC.  7.  The  board  of  directors  fixes  the  duration  as  well  as  other  conditions  of 
employment  of  members  of  the  executive  board,  especially  the  compensation  to  be 
paftl  and  the  rates  of  premium,  in  the  contract  of  employment.  The  board  also  pre- 
scribes the  duties  of  the  executive  committee  by  a  series  of  regulations,  as  well  as  by 
instructions  to  be  given  on  the  subject.  The  members  of  the  executive  committee 
must  furnish  a  security  deposit  in  shares,  to  be  determined  by  the  board  of  directors 
in  the  contract  of  employment. 

SEC.  8.  The  executive  committee  represents  the  company  in  its  outside  dealings 
and  conducts  its  business  in  accordance  with  the  provisions  of  these  articles,  of  the 
contract  of  employment,  and  of  the  regulations  established  by  the  board  of  directors 
as  well  as  instructions  given  by  it.  The  executive  committee  appoints  and  discharges 
officers  and  other  employees  of  the  company,  so  far  as  this  is  not,  by  the  present 
constitution  or  by  the  regulations,  conditional  upon  the  consent  01  the  board  of 
directors. 

SEC.  9.  In  order  that  the  signature  of  the  company  may  be  valid,  provided  only  a 
single  member  of  the  executive  committee  is  established,  it  requires  his  signature 
with  his  own  hand  or  that  of  an  authoritative  representative,  or  of  2  managing  clerks 
(with  power  of  attorney— Procuristen);  in  case  several  members  of  the  executive 
committee  are  established,  the  signatures  of  either  2  members  of  the  committee 
or  their  representatives,  or  the  signatures  of  1  member  and  of  1  representative  of  a 
member,  or  of  1  managing  clerk,  or  the  signatures  of  2  managing  clerks  are  necessary. 

SEC.  10.  The  executive  committee  has  to  secure  the  consentof  the  board  of  directors — 

(1)  For  the  acquisition,  the  alienation,  or  the  incumbrance  of  real  estate,  as  well 
as  of  collaterals. 

(2^  For  the  establishment  or  removal  of  branch  institutions. 

(3)  For  the  making  of  rental  contracts,  so  far  as  they  extend  beyond  3  years  or 
involve  a  sum  exceeding  5,000  marks  per  year. 

(4}  For  the  borrowing  of  money. 

(5)  For  building  or  rebuilding,  as  well  as  for  purchases  and  repairs,  so  far  as  the 
cost  of  the  latter  exceeds  the  amount  of  10,000  marks. 

(6)  For  the  appointment  or  removal  of  officers  of  the  company  who  are  given  full 
power  to  represent  the  company,  either  in  general  or  in  regard  to  a  designated  branch 
of  the  business,  either  individually  or  in  connection  with  others,  as  well  as  of  officers 
or  employees  who  receive  a  regular  yearly  salary  of  3,000  marks  or  more. 

B.  Board  of  directors. 

SEC.  11.  The  board  of  directors  consists  of  not  less  than  5  nor  more  than  9  mem- 
bers, who  are  to  be  elected  by  the  stockholders'  meeting.  The  election  of  the  board 
of  directors  takes  place  yearly.  If  a  member  of  the  board  of  directors  withdraws 
before  the  end  of  his  term  of  service  a  new  election  is  required  at  the  next  regular 
meeting  of  the  stockholders,  provided  by  his  withdrawal  the  number  of  members 
would  fall  to  3.  A  member  elected  in  such  a  case  holds  office  for  the  term  of  the 
member  withdrawing. 
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SEC.  12.  The  board  of  directors  elects  yearly  after  the  meeting  of  the  stockholders 
a  chairman  and  vice-chairman. 

The  calling  of  a  meeting  of  the  board  of  directors,  of  which  a  record  is  to  be  kept, 
lies  in  the  hands  of  the  chairman,  or,  in  case  of  inability  to  act,  of  the  vice-chairman. 
On  the  motion  of  a  member  of  the  executive  committee,  or  of  2  members  of  the  board 
of  directors,  the  chairman  is  required  to  call  a  meeting  within  3  days. 

The  members  of  the  executive  committee  must  attend  the  sessions  of  the.  board  of 
directors  when  requested  by  the  chairman. 

SEC.  13.  A  quorum  of  the  board  of  directors  consists  of  3  or  more  members, 
among  whom  the  chairman  or  vice-chairman  must  be  present.  Actions  are  taken  by 
absolute  majority.  In  case  of  equal  division,  the  vote  of  the  presiding  officer  deter- 
mines, except  in  regard  to  elections,  as  to  which  the  decisions  shall  be  reached  by 
lot.  In  pressing  cases  the  chairman  may  secure  a  vote  by  means  of  writing  or  the 
telegraph. 

SEC.  14.  Each  member  of  the  l>oard  of  directors  must  deposit  10  shares  of  the  com- 
pany as  a  security  with  the  board  of  directors  during  his  period  of  office.  The  board 
of  directors  receives,  in  addition  to  the  payment  of  its  expenses,  the  amount  named  in 
section  22  as  compensation  for  its  services,  and  determines  within  itself  regarding 
the  division  thereof.  The  publication  and  the  carrying  out  of  the  resolutions  of  the 
board  of  directors,  as  well  as  of  all  its  directions,  is  the  duty  of  the  chairman  or 
vice-chairman. 

SEC.  15.  The  board  of  directors  is  to  supervise  the  executive  in  its  conduct  of  busi- 
ness in  all  branches  of  the  administration,  and  for  that  purpose  is  to  keep  itself 
informed  as  to  the  condition  of  the  affairs  of  the  company. 

It  can,  at  any  time,  require  reports  regarding  the  condition  of  affairs  from  the 
executive  committee,  and  may  itself,  through  an  individual  member  to  be  designated 
by  it,  inspect  the  books  and  papers  of  the  company  and  its  treasury,  as  well  as 
inspect  its  holdings  of  effects,  wares,  and  supplies. 

The  hoard  of  directors  must  examine  the  yearly  accounts,  the  balance  sheets,  and 
the  proposals  regarding  the  division  of  profits  and  the  expenditure  of  the  reserve 
funds,  and  on  this  subject  yearly  make  a  report  to  the  general  meeting  of  the  stock- 
holders. 

The  executive  committee  must  yearly  summon  the  regular  stockholders'  meeting, 
as  well  as  an  extraordinary  meeting  in  case  the  calling  thereof  is  necessary  in  the 
interest  of  the  company,  or  in  case  it  is  demanded  either  by  the  executive  committee 
or  by  stockholders  whose  shares  together  amount  to  one-twentieth  of  the  capital, 
with  a  statement  of  the  object  and  the  reasons  for  calling  the  meeting. 

In  addition  the  board  of  directors  has  whatever  powers  are  granted  to  it  by  the 
provisions  of  the  law  or  of  the  present  articles. 

C.  Stockholders'  meeting. 

SEC.  16.  The  regular  stockholders'  meeting  takes  place  during  the  first  6  months 
of  the  business  year  in  Nuremberg,  and  is  failed  by  the  board  of  directors  through  a 
single  publication  in  the  official  journals  named  by  the  company.  (^See  Title  VI.) 
1  let \veen  the  day  of  the  notice  and  the  meeting  at  feast  18  days  must  intervene. 

In  the  notice  the  purpose  of  the  general  meeting  (order  of  business)  shall  be 
stated. 

In  the  same  way  the  summoning  of  a  sjH-cial  meeting  of  the  stockholders  takes 
place. 

No  resolution  may  finally  be  taken  regarding  subjects  which  are  not  indicated 
upon  the  order  of  business,  or  concerning  which  notice  has  not  been  given  at  least  1 
week  before  the  day  of  the  meeting.  This  does  not  apply  to  a  motion  made  in  a 
general  meeting  regarding  the  appointment  of  auditors  (Revisoren)  or  regarding  the 
summoning  of  an  extraordinary  meeting. 

SKI-.  1 7.  Kvery  shareholder  is  entitled  to  take  part  in  the  general  meeting.  Share- 
holders who  wish  to  take  part  in  the  general  meeting  must  deposit  their  shares, 
without  the  dividend  coupons,  or  the  certificates  of  deposit  covering  them  at  least  3 
•  iays  before  the  general  meeting,  the  day  of  the  meeting  as  well  as,  that  of  the  deposit 
not  being  counted,  at  the  places  designated  by  the  board  of  directors  or  with  a 
notary,  and  the  shares  so  deposited  shall  remain  until  the  close  of  the  general 
meeting. 

SK<  .  IS.  Kvery  shareholder  has  one  voice  in  the  general  meeeting.  The  voting 
right  of  a  shareholder  may  be  exercised  by  his  proxy  legally  chosen  or  provided  with 
the  written  power  of  attorney  of  the  stockholder.  The  members  of  the  board  of 
directors  present  in  the  stockholders'  meeting  decide  regarding  the  recognition  of 
proxies  which  are  not  authenticated  by  a  court  officer  or  notary,  as  \\ell  as  regarding 
any  other  matters  relating  to  the  right  to  vote. 
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SEC.  19.  The  stockholders'  meeting  decides — 

(1)  Regarding  the  decrease  or  increase  of  the  share  capital; 

(2)  Regarding  all  changes  in  the  constitution  and  by-laws; 

(3)  Regarding  the  merger  or  the  dissolution  of  the  company; 

(4)  Regarding  the  alteration  or  the  extension  of  the  objects  of  the  undertaking; 

(5)  It  elects  the  board  of  directors; 

(6)  It  receives  the  report  of  the  management  on  its  business,  together  with  the 
account  of  profit  and  loss  and  the  balance  sheet  and  the  auditing  report  of  the  board 
of  directors;  it  orders  regarding  the  balance  and  the  division  of  profits  and  discharges 
the  management  and  the  executive  committee  from  responsibility  for  past  acts; 

(7)  It  appoints  auditors  for  the  examination  of  the  balance  sheet. 

The  subjects  numbered  5  and  6  constitute  the  regular  order  of  business  of  the 
annual  meeting  of  the  stockholders. 

Action  regarding  the  balance  sheet  shall  be  postponed  if  this  is  ordered  by  a  simple 
majority  or,  if  requested,  by  a  minority  whose  shares  constitute  one-tenth  of  the 
capital;  on  the  request  of  such  minority,  however,  only  if  designated  features  of  the 
balance  sheet  are  lacking. 

Action  regarding  subjects  numbered  1  to  4  above  can  be  taken  only  by  a  majority 
of  three-fourths  of  the  capital  stock  voting  on  the  subject. 

In  all  other  cases  the  stockholders'  meeting  acts  by  simple  majority. 

All  votes  take  place  by  written  ballot  unless  another  method  of  voting  is  unami- 
mously  agreed  to.  In  case  of  equal  division,  motions  are  regarded  as  defeated  except 
in  regard  to  elections.  Equal  division  in  case  of  elections  is  decided  by  lot. 

SEC.  20.  The  chairman  or  vice-chairman  of  the  board  of  directors  presides  at  the 
stockholders'  meeting,  or  in  the  inability  of  either  to  act,  one  of  the  members  of  the 
board  of  directors,  to  be  selected  by  the  members  of  the  board  present.  If  none  of 
these  persons  appears  or  is  prepared  to  act  at  the  opening  of  the  meeting,  the  oldest 
stockholder  present  opens  it  and  the  meeting  then  selects  the  presiding  officer. 

The  presiding  officer  may  determine  the  order  of  the  subjects  to  be  considered, 
even  modifying  the  published  order. 

The  stockholders'  meeting  elects  from  among  members  present  two  tellers. 

A  duly  authenticated  report  of  the  actions  of  the  stockholders'  meeting  has  to  be 
made,  which  must  in  every  case  be  signed  by  the  presiding  officer  and  the  two 
tellers.  A  lis'L  of  the  stockholders  present  or  represented  by  proxy  must  be  appended, 
with  their  residence  and  with  the  amount  of  stock  represented  by  each. 

TITLE  IV. — Balance  sheet,  division  of  profits  and  reserves. 

SEC.  21.  The  business  year  of  the  company  begins  on  the  1st  of  July  and  ends  on 
the  80th  of  June  of  each  year.  An  inventory  and  balance  sheet  has  to  be  prepared 
on  the  30th  of  June  of  each  year. 

The  geneial  provisions  of  sections  40,  261,  and  262  of  the  commercial  code  of 
May  10,  1897,  apply  to  the  preparation  of  the  balance  sheet. 

The  board  of  directors  determines,  in  conjunction  with  the  executive  committee, 
whether  an  amount  corresponding  to  the  depreciation  of  establishments  and  articles 
which  are  intended  for  the  permanent  conduct  of  the  company's  business,  of  the 
cost  of  purchase  or  construction,  or  of  the  book  value  already  standing  at  less  than 
this  cost,  is  to  be  written  off,  or  whether  a  renewal  fund  corresponding  to  the 
amount  of  depreciation  shall  be  established,  or  whether  an  existing  renewal  fund 
shall  be  increased.  The  executive  committee  must  present  the  balance  sheet  and 
the  account  of  profit  and  loss  for  the  past  business  year,  as  well  as  a  report  showing 
the  status  of  the  property  and  the  condition  of  the  company,  to  the  board  of  directors 
each  year  not  later  than  the  end  of  September.  These  documents,  as  well  as  the 
auditing  report  of  the  board  of  directors,  must  be  exhibited  for  the  inspection  of 
shareholders  at  the  office  of  the  company  at  least  2  weeks  before  the  day  of  the 
annual  meeting. 

SEC.  22.  From  the  net  profit  shown  by  an  approved  balance  sheet  are  to  be  assigned — 

(1)  Five  per  cent  to  the  regular  reserve  fund  as  long  as  it  does  not  exceed  10  per 
cent  of  the  share  capital;  (2)  for  the  extraordinary  reserve  fund  an  amount  to  be 
determined  by  the  board  of  directors;  (3)  4  percent  upon  the  share  capital ;  (4)  after 
providing  for  the  regular  and  extraordinary  reserve  fund,  as  well  as  after  the  deduc- 
tion of  any  other  special  funds  approved  by  the  general  meeting,  and  after  the  divi- 
sion of  4  per  cent  dividends  upon  the  share  capital,  the  remaining  amount  is  to  be 
assigned — 

(a)  Ten  per  cent  to  the  board  of  directors  as  a  premium  or  bonus; 

(/>)  Ten  per  cent,  according  to  the  determination  of  the  board  of  directors,  to  the 
executive  committee,  the  officers,  and  the  employees  of  the  company; 
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(c)  The  remainder  stands  at  the  disposition  of  the  general  meeting,  which  deter- 
mines regarding  its  division  ujxm  the  motion  of  the  board  of  directors. 

SEC.  23.  The  board  of  directors  determines  regarding  the  expenditure  of  the 
extraordinary  reserve  fund,  in  so  far  as  the  stockholders'  meeting  has  not  expressly 
n-.-rved  to  itself  the  disposition  when  providing  for  it. 

So  long  as  the  general  meeting  does  not  direct  otherwise,  the  ordinary  and  extraor- 
dinary reserve  fund  is  turned  without  interest  into  the  current  fund,  but  without 
affecting  its  establishment  on  the  books. 

TITLE  V. — Liquidation. 

In  case  of  the  dissolution  of  the  companv  through  liquidation,  or  through  combi- 
nation  with  another  company,  the  stockholders'  meeting,  which  orders  the  liquida- 
tion, determines  the  methods  of  carrying  it  out  and  elects  the  receivers. 

For  the  rest  the  provisions  of  the  commercial  code  of  May  10,  1897,  apply. 

TITLE  VI. — Official  notices. 

All  notices  of  the  company  must  be  published  in  the  Deutschen  Reichsanzeiger, 
Frankfurtnr  Zeitumr,  Frankischen  Kurier. 


APPENDIX  V. 

LEADING    DECISION    REGARDING    THE  VALIDITY  OF  A  COMBINA- 
TION CONTRACT.1 

41.  Associations  of  tradespeople  for  the  bringing  about  and  maintaining  adequate 
prices  for  the  products  of  their  industries.  Are  the  restrictions  to  which  the  mem- 
bers submit  on  account  of  the  rules  and  regulations  of  the  association  concerning 
their  industries  consistent  with  the  principle  of  freedom  of  industry;  and  can  the 
tines  for  the  nonperformance  of  the  contract  Declaimed  through  the  court?  Have 
the  members  the  right  to  go  out  of  the  association  at  any  time  against  the  rules  of 
the  latter? 

( VJ  Civil  senate,  decision  of  February  4,  1897,  I.  S.  B.  (defendant),  v.  The  Combi- 
nation of  the  Saxon  Pulp  Manufacturers,  plaintiff  (Compl. ),  Rep.  VI.,  307-396.  1. 
( Jeiieral  court  of  justice  (Dresden).  2.  Court  of  appeal.) 

In  March,  1893,  a  great  number  of  firms  which  produce  in  Saxony  white  pulp 
formed  the  "Saxon  Combination  of  Pulp  Manufacturers"  with  the  object  "of  pre- 
venting in  future  the  ruinous  competition  among  themselves  and  obtaining  an  ade- 
i|uate  price  for  their  product."  In  order  to  realize  this  aim  the  members  pledged, 
under  j>onalty  of  a  fine,  to  sell  their  product  exclusively  through  a  joint  selling 
agency.  The  combination  w;u<  formed  to  continue  until  October  31,  1895. 

The  combination,  maintaining  that  the  defendant  became  a  member  of  the  com- 
bination, but  contrary  to  tin  rules  repeatedly  sold  his,  product  in  the  years  1894-95 
directly  to  the  paper  manufacturers  without  the  mediation  of  the  joint  selling 
agency,  demanded  the  payment  of  the  fine  which  the  defendant  incurred  by  the 
nonperionnance  of  the  contract. 

The  court  of  first  instance  denied  the  claim  because  it  held  that  the  combination 
had  not  legal  standing  to  bring  the  claim;  thecourtof  appeals,  on  the  contrary,  con- 
victed the  defendant  on  the  charge  made.  Upon  revision  of  the  case  the  verdict  of 
the  court  of  appeals  was  reversed,  and  the  ease  was  referred  to  the  court  of  the  sec- 
ond  instance  for  another  trial  and  decision;  the  arguments  of  the  defendant,  how- 
ever, that  he  could  at  any  time,  at  his  will,  leave  the  combination  because  the  whole 
contract  on  which  the  con 1 1 >i nation  was  constructed  had  no  legal  force,  and  the  fines 
which  were  included  in  this  contract  could  not  IK*  claimed,  were  declared  to  be  with- 
out foundation. 

For  the  reas<  ms:  The  senate,  in  revising  the  case,  denied  the  claim  in  the  first  place 
on  the  basis  that  the  contract  of  March  22,  1893,  to  which  the  defendant  later  agreed, 
as  the  lower  court  has  established,  is  lackiiiir  leiral  force  because  it  conflicts  with  the 
principle  of  the  freedom  of  industrv.  This  argument,  however,  can  not  be  consid- 
ered to  be  proved.  The  combination  now  presenting  tin-  claim  is  formed,  as  is 
clearly  expressed  in  the  rules,  and  also  not  disputed  by  the  parties  concerned,  with 

'!••-  Kcii-li-i:«Tii-hU  in  Civilsarhi-n.  Band  38,  S.  KM. 
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the  object  of  preventing  in  future  a  ruinous  competition  among  the  Saxon  pulp 
manufacture rs,  and  making  possible  the  attainment  of  higher  prices  than  can  be 
obtained  in  the  state  of  unlimited  competition.  As  to  the  question  whether  a  com- 
bination pursuing  such  aims  violates  the  principle  of  industry  laid  at  the  foundation 
of  industrial  regulation,  there  come  into  consideration  two  points  of  view:  One, 
whether  through  combinations  of  tradespeople  which  endeavor  to  obtain  certain 
minimum  prices  is  counteracted,  in  an  inadmissible  way,  the  intention  of  the  lawgiver 
in  so  far  as  the  latter  wishes  to  promote  the  interests  of  the  community  through  free- 
dom of  industry;  further,  whether  through  contracts  of  this  nature  individual  free- 
dom is  narrowed  in  some  manner  conflicting  with  the  aim  of  the  legislator. 

The  first  of  these  two  questions  was  repeatedly  answered  in  the  affirmative, 
especially  outside  of  Germany.  Comp.  Pohle,  Die  Kartelle  in  the  Preussischen 
Jahrbiicnern,  vol.  85,  pp.  407,  etc. ;  further,  in  the  treatises  published  in  the  Schriften 
des  Vereins  fur  Sozialpolitik,  vol.  60,  part  2;  Des  syndicats  entre  industriels,  etc.,  en 
France,  by  Claudio  Jannet,  pp.  20,  etc. ;  Kartelle  in  Russland,  by  Jollos,  pp.  43,  etc. ; 
Industrielle  Unternehmerverbande  in  den  Vereinigten  Staaten,  by  Levy  von  Halle, 
pp.  112,  etc.  On  the  other  hand,  however,  the  following  has  to  be  taken  into 
account.  When  in  a  branch  of  industry  the  prices  of  a  product  fall  too  low,  and  the 
successful  conducting  of  the  industry  is  endangered  or  made  impossible,  the  crisis 
setting  in  as  the  result  of  such  a  state  of  affairs  is  detrimental,  not  only  to  individuals, 
but  also  to  society  as  a  whole;  and  it  is,  therefore,  in  the  interests  of  the  community 
that  improperly  low  prices  should  not  exist  in  a  certain  branch  of  industry  for  a  long 
time.  The  legislative  bodies  have  often,  and  up  to  recent  times,  attempted  to  obtain 
higher  prices  for  certain  products  by  the  introduction  of  protective  tariffs.  There- 
fore it  can  not  be  simply  and  generally  considered  as  contrary  to  the  interests  of  the 
community  when  entrepreneurs  interested  in  a  certain  branch  of  industry  unite 
with  the  object  of  preventing  or  moderating  the  mutual  underselling,  and,  as  a  result 
of  the  latter,  the  fall  of  prices  of  their  products.  On  the  contrary,  when  prices  are 
for  a  long  time  actually  so  low  that  financial  ruin  threatens  the  enterpreneurs,  their 
combination  appears  to  be  not  merely  a  legitimate  means  of  self-preservation,  but 
also  a  measure  serving  the  interests  of  the  community.  The  formation  of  syndicates 
and  cartels  of  the  kind  here  discussed  is,  also,  on  many  sides  determined  as  a  means 
particularly  suited  to  render  great  service  for  the  adequate  progress  of  the  whole 
economic  life  of  society  in  so  far  as  it  prevents  uneconomical  working  at  a  loss,  over- 
production, and  the  catastrophies.  connected  with  it.  Comp.  Kleinwachter,  Die 
Kartelle,  pp.  160,  etc.;  Brentano,  Uber  dia  Ursachen  der  heutigen  socialen  Noth, 
especially  pp.  23,  etc. ;  Steinman  Bucher  in  Schmoller's  Jahrbuch  fur  Gesetzgebung, 
vol.  15,  pp.  451,  etc.;  Mauck,  Ein  Weltmonopol  in  Petroleum,  pp.  7,  etc. ;  Seeman, 
Die  Monopolisierung  des  Petroleumhandels,  pp.  3,  etc.,  and  others. 

In  conformity  with  this  it  has  already  been  declared  more  than  once,  by  German 
and  other  courts,  that  it  does  not  antagonize  the  principle  of  freedom  of  industry  (in 
so  far  as  the  latter  has  to  guard  the  interests  of  the  community  against  the  self-interest 
of  individuals)  when  people  carrying  on  the  same  business  unite  for  the  purpose, 
pursued  in  good  faith,  of  keeping  alive  a  certain  branch  of  industry  by  protecting 
themselves  against  the  depreciation  of  their  products  and  other  damages  resulting 
from  mutual  underselling. 

Compare  decisions  of  the  first  civil  senate  of  the  supreme  court  of  June  25,  1890,  in 
the  decision  of  the  supreme  court  in  civil  senate,  vol.  28,  p.  238,  etc. ;  of  the  Bavarian 
supreme  court  of  April  7,  1888,  in  Seuffert's  Archiv,  vol.  44,  No.  13;  of  Dresden 
court  of  appeal  of  September  19,  1893,  in  Saxon  Archiv,  vol.  4,  p.  303,  etc.  Compare 
also  the  Italian  decision  communicated  by  Kohler  in  his  work  Aus  den  Patent  und 
Industrierechte,  I.  Teil,  pp.  85,  86.  Agreements  of  the  kind  here  mentioned  con- 
sequently can  be  objectionable  only  when  they  interfere  with  the  interests  of  society, 
which  are  protected  by  freedom  of  industry — only  when  in  certain  cases  doubts 
appear  on  the  ground  of  particular  circumstances,  namely,  when  their  clear  aim  is 
to  bring  about  an  actual  monopoly  and  usurious  exploitation  of  the  consumers,  or 
when  such  consequences  actually  come  about  through  the  combinations  and  arrange- 
ments which  take  place. 

As  to  the  second  of  the  two  questions  above  mentioned,  the  regulation  of  the 
industrial  law  (according  to  which  everybody  is  guaranteed  the  individual  right  to 
carry  on  any  business  to  his  liking,  in  so  far  as  the  law  prescribes  or  allows  excep- 
tions and  limitations)  is  not  to  be  interpreted  that  no  one  can  subject  himself  by  a 
contract  to  whatever  limitation  as  to  where  and  how  to  carry  on  a  business.  That 
this  is  not  the  meaning  of  section  1,  industrial  law,  was  recognized  by  the  imperial 
court  in  repeated  decisions,  by  affirmative  answers  to  the  question  whether  the 
so-called  suppression  of  competition  is  consistent  with  law,  adding  that  through 
such  contracts  the  industrial  freedom  of  the  individual  is  to  be  restricted,  but  not 
taken  away  forever,  wholly  or  in  part. 
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('map.  Seuffert,  Archiv,  vol.  35,  No.  196,  decisions  of  the  R.  G.  (imperial  court), 
in  Civil  Senate,  vol.  31,  pp.  98,  etc.  Compare,  besides,  the  decision  of  the  former 
Prussian  supreme  court  of  justice  in  the  collection  of  decisions  of  the  same,  vol.  80, 
p.  1,  etc.  (Seuffert,  Archiv,  vol.  34,  No.  105);  decision  of  the  R.  O.  H.  G.  (imperial 
supreme  commercial  court),  vol.  12,  pp.  29,  etc.  (Seuffert,  Archiv,  vol.  32,  No.  310). 

The  restrictions  to  which  the  defendant  submitted  in  the  given  case  by  agreeing  to 
the  contract  of  March  22,  1893,  neither  as  regards  their  extent  nor  the  time  for  which 
they  were  agreed  to  are  so  far-reaching  that  they  could  be  considered  as  violating 
the  principle  just  mentioned — the  divesting  of  the  defendant  in  any  unallowable 
manner  of  his  industrial  freedom. 

Besides  the  question  discussed  hitherto,  whether  the  contract  on  which  the  suit  is 
based  is  consistent  with  law,  it  is  still  to  be  investigated  whether  legal  protection 
should  be  denied  to  this  contract,  although  it  is  not  to  be  considered  invalid.  Under 
the  condition  of  the  present  case  it  may  be  left  undecided  whether  suit  can  be 
brought  to  compel  the  observance  in  the  future  of  the  restrictions  agreed  upon. 
Comp.  Kohler  in  Archiv  fur  Burgerliches  Recht,  vol.  5,  pp.  218,  etc.;  Aschrott  in 
Brann's  Archiv  fiir  Soziale  Gesetzgebung,  vol.  2,  p.  383. 

As  there  is  here  only  a  tine  demanded  for  the  violation  of  the  contract  made  in  the 
past,  there  is  only  to  be  discussed  whether  in  combinations  of  tradespeople  (to  which 
the  plaintiff  combination  belongs)  is  to  be  considered  legal  the  imposing  of  possible 
fines  which  the  members  agree  to,  with  the  object  of  making  more  certain  the  ful- 
fillment of  their  obligations. 

This  question  left  undecided  by  the  I  Civil  Senate  of  the  imperial  court  in  the 
above-cited  decision  of  June  25,  1890,  vol.  28,  p.  244,  and  affirmatively  answered  in 
the  other  (iennan  decisions,  in  the  given  case  was  also  affirmatively  decided  by  the 
supreme  court.  It  is  t  herefore  accepted  as  certain  by  the  imperial  court  that  nothing 
can  lie  found  in  the  Saxon  law  against  the  legal  standing  of  the  demand.  The  fact 
that  the  lower  court  of  justice  has  not  based  its  opinion  more  in  detail  can  not  give 
rise  t<>  objection  against  the  disputed  decision,  as  no  objection  arose  in  the  direction 
indicated  in  the  lower  courts. 

But  the  denial  of  legal  protection  to  the  claim  could  be  deduced  from  the  revisable 
legal  norms  ( Rechtsuormen)  only  under  the  assumption  that  the  prescription  given 
in  section  152  of  the  industrial  law  for  the  agreements  mentioned  there  that  neither 
complaint  nor  protest  should  come  to  pass  from  them,  finds  a  corresponding  appli- 
cation to  the  contract  of  the  kind  here  discussed.  Such  assumption,  however, 
appears  not  justified. 

At  the  time  of  the  issue  of  the  industrial  law  of  1869,  combinations  of  tradespeople 
for  regulating  their  production  and  maintaining  prices  were  not  of  such  frequent  and 
wide  occurrence  as  now. 

Comp.  (Jrossman,  Uber  Industrielle  Kartelle;  Steinman-Bucher,  Wesen  und 
Bedeutung  der  gewerblichen  Kartelle,  in  Schmollers  Jahrbuch  fur  Gesetzgebung,  vol. 
1").  pp.  L'o7,  etc.,  451,  etc.;  further,  the  above  mentioned  Schriften  des  Vereins  fiir 
So/ialpolitik,  vol.  60,  Part  I  (Germany)  and  Part  II  (foreign  countries);  Cohn  in 
I'.raun's  Archiv  fiir  soziale  Gesetzgebung,  vol.  8,  pp.  396,  etc.;  Pohle  in  den  preus- 
sisclien  .Jahrhiichern,  vol.  85,  pp.  407,  etc. 

Such  combination*  were  not  by  an v  means  entirely  unknown  before;  they  were 
even  more  than  once  the  object  of  legislation.  Compare  the  papers  above  adduced 
hy  rlaudio  Jannet,  Jollos,  Levyr.  Halle,  das  osterreichische  Strafgesetzbuch  of  May 
•J7.  ls.">i'.  sections  -17H.  4sO;  also  the  Prussian  Allgemeine  Landrecht  II,  8,  section  199. 
Many  combinations  of  the  kind  here  discussed  arose,  especially  in  Germany,  at  the 
time  when  t  lie  project  of  the  industrial  law  was  proposed  and  discussed.  Compare 
Schonlank  in  his  treatise  mentioned  above,  in  the  first  place,  pp.  494,  495;  Wurst  in 
Schriften  des  Vereins  fiir  Sozialpolitik,  vol.  60,  Part  I,  pp.  137,  etc.  (Die  Kartelle 
der  deutschen  Salinen  }. 

It  can  not  l>e  assumed  that  these  combinations  remained  unknown  to  the  legisla- 
tive bodies:  when,  however,  the  industrial  law  does  not  contain  any  provision  con- 
cerning such  combinations  and  agreements,  while  the  denial  of  legal  protection  for 
the  agreements  considered  in  section  1.VJ  is  particularly  expressed,  it  must  l»e  inferred 
from  this  that  it  was  no  t  desirable  to  introduce  a  similar  regulation  concerning  the 
combinations  discussed  here;  that  they  must  consequently  l>e  judged  exclusively 
according  to  the  common  civil  law.  and  suits  could  !>»•  brought  on  the  ground  of  these 
agreements  in  so  far  as  there  are  no  general  principles  of  jurisprudence  in  their  way. 

The  defendant  further  attacked  the  disputed  decision  on  the  ground  that  his  plea 
that  he  withdrew  from  the  plaintiff  combination  before  the  sale  which  is  charged  to 
him  as  violation  of  the  contract  received  no  consideration. 

The  defendant  informed,  as  is  (indisputable,  the  chairman  of  the  committee  of 
the  combination  in  a  letter  of  DecemlxT  1,  18i)4,  that  he  could  not  belong  longer  to  tbe 
association,  and  finds  himself  cotni>elled,  from  January  1  and  onward,  to  deliver  his 
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commodities  independently  to  the  buyer.  The  previous  instance  (lower  court)  sup- 
poses that  this  declaration  had  not  had  as  a  consequence  the  termination  of  the 
membership  of  the  defendant,  and  bases  this  opinion  on  section  1381,  Saxon  B.  G.  B., 
where  conditions  are  stated  under  which  an  association  which  is  formed  for  a  limited 
time  may  be  dissolved  before  the  expiration  of  the  term  by  one  of  the  contracting 
parties.  This  way  of  argument  would  be  unsatisfactory  if  it  could  be  assumed  that 
according  to  the  imperial  legal  (judicial)  norms  a  contract,  such  as  is  here  under  dis- 
cussion, even  when  it  is  concluded  for  a  limited  time  can  be  annulled  by  each  party 
at  any  time  when  it  chooses.  The  view  that  this  must  follow  from  the  principle  of 
industrial  freedom  is,  it  is  true,  defended  in  literature;  especially  Kohler  in  his  treatise 
already  above  mentioned  (Archiv  fur  Biirgerliches  Recht,  vol.  5,  p.  218  and  fl.,  and 
Aus  dem  Patent-  und  Industrierechte,  I.  Teil,  p.  87)  has  expressed,  that  to  each 
party  agreeing  to  such  a  contract  must  be  granted  the  right  "to  attain  again  its 
natural  freedom"  by  withdrawal  at  any  time  from  the  contract.  He  deduces  this 
from  the  consideration  that  the  reverse  would  be  in  antagonism  with  the  free  devel- 
opment of  trade  and  would  put  obstacles  to  the  industry  of  individuals. 

This  view  can  not  be  agreed  to.  If,  as  was  explained  above,  the  principle  of  indus- 
trial freedom  in  its  twofold  nature  as  a  protection  of  the  welfare  of  the  community 
against  the  self-interest  of  individuals  and  as  a  guaranty  of  individual  freedom  is  not 
consistent  with  "the  inviolability  of  the  free  play  of  economic  forces,  i.  e.,  that  the 
tradespeople  can  not  be  allowed  the  right  of  regulating  in  the  way  of  mutual  self- 
help  the  activity  of  these  forces  and  preventing  excesses  which  may  be  considered 
injurious"  (Comp.  Decis.  of  Imp.  Court  in  Civil  Cases,  vol.  28,  p.  244),  then  also  the 
conclusion  can  not  be  drawn  from  this  principle  that  each  individual  entrepreneur 
can  renounce  in  the  future  the  obligation  which  he  undertook  with  the  view  of 
mutual  self-help  by  simply  declaring  that  through  these  obligations  the  free  play  of 
the  economic  forces  is  impaired  and  he  in  hampered  in  his  industry.  With  no  more 
right  can  it  be  deduced  from  the  industrial  law  or  other  revisable  legal  norms  that 
the  defendant,  as  he  wishes  to  make  believe,  had  to  withdraw  from  the  association 
for  the  reason  that  by  remaining  in  the  same  his  economic  existence  would  be  in 
danger. 


APPENDIX  VI. 

DECISION1  OF  THE  STATE  COURT  (LANDESGERICHT)  SITTING  AT 
BOCHUM,  JULY  12,  1899.— RHENISH-WESTPHALIAN  COAL  SYNDI- 
CATE v.  UNITED  HANNIBAL  ASSOCIATION  (FRIED.  KRUPP). 

With  the  circumstance  that  since  1898  the  coal  output  in  the  Dortmund  Superior 
mining  district  is  no  longer  sufficient  to  cover  the  demand  for  coal,  the  number  of 
cases  has  increased  in  wrhich  iron  foundries  and  other  works  whose  activity  depends 
upon  a  uniform  supply  of  coal  have  sought  by  the  purchase  of  coal  mines  to  secure  to 
themselves  the  right  of  controlling  absolutely  the  produce  of  the  said  mines.  In  the 
spring  of  this  year  the  Hoesch  Iron  and  Steel  Works  of  Dortmund  purchased  the 
United  Westphalia  mine  with  this  end  in  view.  The  firm  of  Friedrich  Krupp,  of 
Essen,  also  bought  up  the  United  Hannibal  coal  mine  at  Eickel,  while  at  the  pres- 
ent time  (August,  1899)  the  Soci6t4  Anonyme  des  Hauts-Fourneaux  of  Differdingen 
(Blast  Furnace  Limited  Liability  Company ),  a  Lorraine  company,  has  under  advance'  1 
consideration  the  purchase  of  the  Dannenbaum  Joint  Stock  Mining  Company  of 
Bochum.  In  case  mines  purchased  for  this  purpose  belong  to  the  syndicate,  which 
is  true  in  the  cases  of  all  three  of  the  mines  mentioned  above,  the  Rhenish-West- 
phalian  Coal  Syndicate  takes  the  position  that  according  to  section  1,  paragraph  1, 
of  the  syndicate  agreement  of  July  31,  1896,  these  mines  are  bound  to  continue  to 
place  their  output  at  the  disposal  of  the  syndicate  until  the  end  of  the  term  agreed 
upon,  i.  e.,  December  31,  1905,  and  their  new  owners  therefore  must  continue  as 
before  to  draw  their  supply  of  coal  through  the  syndicate.  On  account  of  the 
importance  of  the  principles  involved  the  question  was  brought  to  judicial  decision. 
A  decision  favorable  to  the  syndicate  was  obtained  in  the  court  of  first  instance  in 
the  cases  of  Coal  Syndicate  v.  The  United  Westphalia  Mine  Association  (Hoesch  Iron 
and  Steel  Works)  and  the  United  Hannibal  Association  (Fried.  Krupp). 


1  Jahrbuch  fur  den  Oberbergamtsbezirk  Dortmund,  pp.  69-71. 


CHAPTER  VI. 


OTHER  EUROPEAN   COUNTRIES.1 

BELGIUM. 

Next  to  the  countries  already  treated  in  detail  there  is  doubtless  more  industrial 
development  in  Belgium  than  elsewhere  in  Europe.  Although  Belgium  is  a  small 
country  it  is  as  far  advanced  in  manufacturing  and  industry  in  proportion  to  its  size 
and  wealth  as  its  neighboring  countries,  France  and  Germany.  There  are  several 
rather  important  combinations  in  Belgium,  and  in  more  than  one  instance  they  are 
working  in  harmony  also  with  combinations  in  Germany,  Austria,  and  France.  The 
form  of  organization  seems  to  be  substantially  the  same  as  that  in  Germany,  agree- 
ments being  made  upon  prices  and  at  times  also  upon  output.  The  coal  producers 
have  a  syndicate,  limiting  the  output  of  their  mines  and  fixing  the  prices. of  their  pro- 
duct. It  seems  certain  that  they  have,  during  the  last  two  or  three  years,  increased 
the  price  of  their  product,  although  there  is  no  reason  for  believing  that  they  have 
gone  materially  beyond  the  normal  increase  in  price  brought  about  by  the  unusual 
demand. 

There  is  also  a  coke  trust,  comparatively  recently  organized,  composed  of  several 
different  establishments. 

There  has  been  also  an  important  plate-glass  combination  which  works  in  harmony 
with  those  of  France,  Germany,  and  Italy.  A  large  proportion  of  the  plate  glass  is 
exported.  The  combination  has  a  joint  selling  bureau  with  various  branches  in 
different  countries.  Orders  are  sent  to  the  central  office  in  each  country,  and  thence 
distributed  to  the  different  members.  The  selling  bureau  determines  also  prices  as 
well  a.«  product. 

The  combination  of  sugar  refiners  seems  to  be  formed  something  after  the  plan  of 
the  one  in  France,  although  it  is  probable  that  they  are  somewhat  more  directly 
concerned  in  fixing  prices  than  they  are  in  France,  where  the  price  is  left  to  adjust 
itself  after  the  output  has  been  determined. 

Other  combinations  mentioned  are  those  among  stone  quarries,  which,  however, 
i>  a  romiiinution  different  from  those  ordinarily  spoken  of  as  industrial  combinations, 
and  one  among  mirror  manufacturers. 

There  does  not  seem  to  be  any  special  hostility  to  these  combinations  so  far. 
Apparently  comparatively  little  has  been  said  about  them,  so  that  there  is  no  strong 
feeling  either  for  or  against  them. 

HOLLAND. 

Holland  being  chiefly  a  commercial  and  agricultural  country,  rather  than  a  manu- 
factnrinir  <  me.  has  so  far  not  been  materially  affected  by  the  movement  toward  indus- 
trial combination.  The  coal  trade  seems  to  be  largely  in  the  hands  of  one  company, 
and  that  is  apparently  associated  quite  closely  with  the  Bhenish-Westphalian  Coal 

Syndicate. 

It  is  said  also  the  peat  moss  is  controlled  by  one  company.  The  Netherlands 
seems  to  have  also  a  branch  of  the  dynamite  and  explosives  combination  which 
extends  throughout  Europe. 

SPAIN. 

In  Spain  there  is  a  branch  of  the  combination  for  manufacturing  powder  and 
explosives.  Aside  from  that  no  industrial  combinations  are  found,  though  there 
are  various  State  monopolies. 


1  While  .«ome  personal  investigations  were  made  in  Belgium,  the  report  for  that  country,  as  well  as 
tho-e  for  the  other  countries  in  this  chapter,  are  taken  mainly  from  the  Schriften  des  Vereins  fiir 
Soeiul-I'olitik.  vol.  W.  1S<M:  from  I.  I.  .Innshul.  Industrial  Syndicates  or  Unions  of  Knm-preneurs  for 
RcirulatiiiK  Production,  particularly  in  tin-  I'nit'-d  States  of  America  (a  Russian  work  written  ut  the 
instance  of  the  Russian  Secretary  of  Finance  for  the  Russian  (ioverninent.  IsyS);  and  from  Special 
Consular  Report,  vol.  22,  1'urt  ill,"  On  Trusts  and  Trade  Combinations  in  Europe,  Government  Print- 
ing Office,  1900. 
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ITALY. 

In  Italy  there  is  at  any  rate  one  rather  important  combination  of  iron  foundries, 
and  the  consul  from  Sicily  reports  that  the  Anglo-Sicilian  Sulphur  Company,  Lim- 
ited, of  London,  has  5-year  contracts  with  mine  owners  and  lease  holders  in  Sicily 
which  cover  about  80  per  cent  of  the  total  production.  This  contract  has  been 
extended  (1901)  for  5  years  more-  This  seems  to  be  an  industrial  combination 
which  is  fairly  successful,  and  which  is  quite  of  the  modern  type. 

Another  company  is  said  to  have  been  organized  in  August,  1899,  which  practi- 
cally controls  the  output  and  price  of  sumac.  It  is  a  combination  of  sumac 
producers  and  manufacturers,  who  turn  over  their  products  to  the  society  for  expor- 
tation. The  wages  of  workingmen  in  this  combination,  as  well  as  in  that  of  the  sul- 
phur producers,  is  said  to  have  been  increased  by  the  combinations,  and  prices  have 
also  advanced. 

SWITZERLAND. 

In  Switzerland  there  have  been  various  attempts  at  combinations  of  the  modern 
type,  but  most  of  them  have  not  been  of  importance  or  successful.  The  milk  pro- 
ducers in  different  communities  comparatively  lately  have  made  temporary  agree- 
ments at  times  on  prices  of  milk  to  the  cheese  manufacturers. 

Among  the  chocolate  manufacturers  there  have  been  lately  informal  agreements 
regarding  prices,  but  none  that  seem  to  be  permanent  in  their  nature. 

The  proprietors  of  limekilns  established  some  time  ago  a  sort  of  selling  bureau, 
but  the  agreement  was  not  a  firm  one  and  seems  to  have  had  little  or  no  permanent 
effect. 

There  has  been  for  some  time  in  existence  in  the  embroidery  trade  an  embroidery 
union,  which  comprises  manufacturers,  exporters,  merchants,  and  operatives,  which 
has  agreements  regarding  both  wages  and  working  time,  as  well  as  concerning  the 
amount  of  production  and  the  prices.  This  seems  to  have  been  organized  somewhat 
after  the  fashion  of  the  E.  J.  Smith  combinations  in  England,  and  it  lasted  for  a  con- 
siderable time,  apparently  accomplishing  its  purposes  fairly  well.  The  combination, 
however,  seems  to  have  been  pushed  too  far  in  the  way  of  passing  and  enforcing 
restrictive  measures,  and  at  length  it  was  dissolved. 

Attempts  have  been  made  also  to  make  a  combination  among  the  watch  manufac- 
turers of  Geneva,  but  it  has  apparently  proved  unsuccessful.  There  are  various  local 
associations  among  butchers,  wood  and  coal  merchants,  and  other  dealers  in  Geneva 
and  Lausanne,  but  none  of  them  can  fairly  be  considered  industrial  combinations  in 
the  modern  sense. 

DENMARK. 

In  Copenhagen  there  is  a  combination  among  the  breweries.  In  1891  a  joint  stock 
company  was  formed  to  control  the  weiss-bier  market.  Inasmuch  as  this  product  will 
not  stand  transportation,  the  combination,  containing  all  of  the  producers  in  Copen- 
hagen, with  one  exception,  had  entire  control  of  the  market.  The  prices  have  not 
been  increased,  but  various  customs  concerning  rebates  and  advances  have  been  done 
away  with,  and  improvements  in  methods  of  production  and  distribution  have  made 
it  possible  to  reduce  the  number  of  officials  as  well  as  the  number  of  workmen,  so 
that  profits  have  been  decidedly  increased;  wages  have  also  been  increased.  Aside 
from  this  there  seems  to  have  been  at  the  date  of  the  report  in  1893  no  combination 
that  could  in  any  sense  be  considered  a  capitalistic  combination.  There  have  been 
various  cooperative  undertakings  in  dairy  and  meat  products  for  exportation  pur- 
poses, but  they  seem  from  the  report  to  be  rather  of  the  strictly  cooperative  than  of 
the  capitalistic  kind. 

SWEDEN  AND  NORWAY. 

In  Sweden  and  Norway,  as  in  Denmark,  little  has  been  done  in  the  way  of  com- 
bination. Several  anchovy  factories  in  Sweden  seem  to  be  working  in  harmony,  and 
at  times  also  some  breweries  have  been  brought  together  under  one  management. 
In  Norway  the  Anglo-Swiss  Condensed  Milk  Company  owns  different  plants,  and 
may  perhaps  be  considered  a  single  important  company  of  international  importance, 
having  works  in  different  countries.  Other  minor  combinations  for  the  purpose  of 
regulating  prices  of  goods  have  been  formed  by  producers  of  wood  pulp,  of  lumber, 
and  of  paper.  These  agreements  do  not  seem  to  extend  to  the  output,  but  simply 
are  more  or  less  formal  agreements  regarding  prices. 
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RUSSIA. 

The  Criminal  Code  of  Russia  makes  provision  against  combinations  among  laborers, 
and  also  among  employers,  where  they  unfavorably  affect  the  State  or  where  they 
speculate  in  goods  that  are  considered  necessaries  of  life.  The  interpretation  of  this 
law  seems  not  to  have  been  entirely  settled,  but  one  case  has  been  cited  where  a 
number  of  Siberian  whisky  dealers  were  severely  punished  for  increasing  the  price 
of  schnapps. 

There  has  been  a  combination  of  fire  insurance  companies  for  a  good  many  years, 
probably  somewhat  since  1874,  and  it  has  been  in  regular  operation  since  1882.  Its 
first  intention  was  to  make  an  agreement  upon  rates«among  the  regular  companies. 
Later  it  entered  the  field  against  the  mutual  insurance  enterprises  of  the  municipali- 
ties and  other  local  governments.  In  1880  it  increased  its  rates;  again  in  1882  it 
announced  an  increase  of  30  per  cent  in  the  premiums  on  city  and  20  pen  cent  on 
rural  real  property.  Still  later  in  the  same  year  another  very  decided  increase  of 
from  50  to  60  per  cent  was  made  on  different  kinds  of  buildings  in  the  country  and 
upon  factories.  Likewise  the  amount  to  be  paid  for  damages  by  fire  on  certain 
classes  of  dangerous  risks  were  reduced  to  three-quarters  of  the  former  amount. 
Foreign  companies  being  forbidden  to  do  business  in  Russia,  much  power  is  left  in 
the  hands  of  this  combination,  which  reinsures  a  large  proportion  of  its  risks — some 
say  from  three-quarters  to  nine-tenths — in  foreign  companies  at  much  lower  rates, 
thus  securing  a  very  high  profit. 

From  1883  on  to  the  time  that  the  report  was  made  in  1893,  there  had  been  a 
decided  increase  in  the  communal  mutual  insurance  companies  in  spite  of  the  direct 
competition  of  the  combination.1  In  Moscow  a  competing  insurance  company  was 
founded  late  in  the  eighties,  but  was  soon  absorbed  by  the  combination.  In  country 
districts  the  communal  mutual  insurance  being  compulsory  seems  to  make  better 
headway  against  the  combination.  The  various  corporations  which  have  united 
regularly  pay  annual  dividends  of  15  to  20  per  cent,  or  sometimes  even  higher  rates. 

.lanshul  mentions,  besides  this  fire  insurance  combination,  agreements  of  producers 
of  wire  tacks,  of  paper,  and  of  manufacturers  of  printed  cotton  cloths.  There  was 
also  under  consideration  at  that  time  the  formation  of  a  syndicate  of  salt  producers 
with  a  joint  selling  bureau.  Two  other  syndicates  seem,  on  the  whole,  to  have 
accomplished  the  most.  On  account  of  heavy  exports  of  Russian  oil  to  European 
markets,  and  on  account  of  competition  of  American  oil  producers,  the  prices  of 
petroleum  fell  so  low  that  in  certain  instances  the  freight  charge  from  one  town  to 
tin-  other,  even  when  the  places  were  not  far  apart,  amounted  to  more  than  the  cost 
of  the  petroleum  it«elf.  Under  these  competitive  conditions  the  oil  producers  of  the 
Caucasus  asked  the  Government  for  assistance.  All  the  oil  producers  in  that  region 
chose  5  firms  and  empowered  them  to  sell  oil  abroad  on  joint  account.  The  Gov- 
ernment then  lowered  the  freight  on  the  Caucasian  Railroad,  which  made  it  possible 
to  compete  successfully  with  the  American  producers.  These  5  firms  acting  as  a 
selling  bureau  sold  all  the  production  of  all  the  members  of  the  syndicate  under 
their  own  name,  but  for  joint  account.  If  any  producer  failed  to  furnish  the  share 
of  oil  agreed  upon,  he  was  lined  for  the  damage  due  to  the  reduction  of  the  export. 
The  basis  of  the  distribution  of  production  was  the  amount  exported  from  Baku  in 
1892. 

Production  of  sugar  from  beets  is  an  old  industry  in  Russia,  dating  back  to  the 
beginning  of  the  century.  After  the  emancipation  of  the  serfs  there  was  a  crisis  in 
the  sugar  industry  under  the  pressure  of  which  the  small  factories  disappeared  and 
production  on  a  large  scale  became  the  rule.  The  average  profit  under  this  new 
form  of  production  was  high,  the  home  market  being  assured  to  the  Russian  pro- 
ducer by  prohibitive  tariffs.  Besides  this  advantage  he  also  received  a  premium  as 
well  as  a  rebate  of  internal-revenue  duties  on  the  sugar  exported.  It  is  estimated 
by  Jolles  that  more  than  half  the  internal  revenue  collected  from  sugar  manufactur- 
ers was  returned  to  them  in  the  eighties. 

The  system  of  bounties  adopted  by  other  European  countries  afterwards  made  the 
foreign  field  much  more  <lith'cult  for  the  Russian  producers  to  enter,  the  price  of 
sugar  falling  under  this  pressure  of  international  competition  to  about  half  the  previ- 
ous amount.  This  reduction  of  the  price  led  to  the  demand  for  combination.  The 
first  suggestion  made  by  the  producers  was  that  the  Government  itself  should  fix 
the  amount  to  be  produced  by  all  factories,  thus  preventing  overproduction.  The 
Government  declined  at  that  stage  to  adopt  such  a  regulation.  It,  however,  did 
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finally  yield  and  passed  a  resolution  fixing  the  entire  amount  that  should  be  pro- 
duced for  the  domestic  market,  the  producers  to  divide  this  quantity  among  them- 
selves. Should  anyone  exceed  the  amount  which  had  been  assigned  him,  a  high 
additional  revenue  tax  was  to  be  collected.  This  plan,  however,  met  with  so  vigor- 
ous disapproval  that  it  was  finally  abandoned.  In  1887  the  producers  formed  a 
combination  on  their  own  responsibility.  Agreements  are  made  every  few  years, 
the  amount  of  sugar  to  be  produced  by  each  factory,  usually  on  the  basis  of  its  pro- 
duction for,  say,  5  preceding  years,  and  each  factory  owner  is  required  to  export  at 
his  own  cost  25  per  cent  of  what  he  produces  unless  the  price  of  sugar  should  reach  a 
high  point — 4.50  rubles  on  the  Kiev  Exchange.  Heavy  fines  are  provided  for 
infringements  of  the  regulations  of  the  combination.  During  the  period  1891  to  1895, 
201  out  of  203  sugar  producers  had  joined  the  combination.  The  independents, 
however,  seemed  to  be  able  to  make  themselves  felt  decidedly  in  the  market. 

In  1892,  owing  to  a  partial  failure  of  the  beet  crop,  prices  went  up  rapidly.  The 
Government  being  afraid  of  a  further  and  unreasonable  increase,  determined  to  buy 
up  foreign  sugar  on  its  own  account  in  sufficient  quantities  to  affect  the  market, 
import  it,  and  sell  it  at  a  fixed  price.  This  at  once,  of  course,  set  a  maximum  to 
the  price  that  could  be  asked  by  the  combination. 

According  to  both  Janshul  and  Jolles,  there  is  a  decided  tendency  toward  the 
formation  of  combinations  in  Russia,  and  one  or  two  brief  reports  of  a  later  date 
seem  to  confirm  this  opinion.  In  the  Deutsche  Industrie  Zeitung  for  January  17, 
1901,  there  is  a  brief  note  which  calls  attention  to  the  fact  that  the  more  important 
cotton  manufacturers  of  Moscow  and  neighborhood  have  united  with  firms  of  like 
importance  in  Warsaw,  Lodz,  and  other  parts  of  Poland  in  order  to  organize,  as  far 
as  possible,  a  syndicate  that  should  have  for  its  purpose  to  increase  prices  for  cotton 
fabrics.  Likewise  there  have  been  dealings  between  two  syndicates  already  in  exist- 
ence of  the  linen  manufacturers  of  St.  Petersburg  and  i,wo  large  firms  in  Czenstochau 
and  others  in  Warsaw,  whose  purpose  is  likewise  the  organization  of  a  large  syndicate 
which  it  was  hoped  might  include  all  linen  manufacturers  in  Russia.  Many  large 
syndicates  will  naturally  await  a  more  complete  development  of  industry. 


Part  II. 


FOREIGN  LEGISLATION  REGARDING  CORPORATIONS  AND 
INDUSTRIAL  COMBINATIONS. 


CHAPTER  I. 

INTRODUCTION. 

The  forms  of  industrial  combinations  have  been  shown  to  be  dependent  to  so  great 
a  degree  upon  the  corporation  laws  of  the  countries  in  which  they  are  formed,  that 
it  has  seemed  best  to  present  the  leading  principles  of  the  corporation  law  of  several 
countries,  including  some  of  the  English  colonies. 

To  collect  material  that  should  be  trustworthy  and  as  complete  as  possible,  a  series 
of  questions  regarding  corporation  laws  were  prepared  and  sent  through  the  State 
Department  to  representatives  of  the  United  States  in  the  several  countries  under 
consideration,  requesting  them  either  themselves  to  make  the  proper  digest  of  the 
laws,  by  answering  the  questions,  or  to  send  to  the  Industrial  Commission  the  laws 
needed  for  such  purpose.  In  connection  with  the  report  from  each  country,  a  note 
will  indicate  whether  the  digest  was  made  in  the  country  concerned,  or  whether  the 
laws  were  sent  from  that  country  and  the  digest  made  under  the  supervision  of  the 
expert  agent  in  the  offices  of  the  Industrial  Commission. 

The  topics  on  which  information  was  requested  were  as  follows: 

(a)  Capitalization  and  methods  of  paying  in  capital. 

(b)  Methods  of  promoting  and  liability  of  promoters. 

(c)  Liability  of  stockholders. 

(d)  Duties  and  responsibilities  of  directors. 

(e)  Restrictions  upon  directors  in  dealing  in  stocks  and  otherwise. 

(f)  Regulations  regarding  prices  of  products. 

(g)  Regulations  regarding  profits  and  dividends. 

(h)  Regulations  regarding  ownership  of  stock  in  other  corporations,  or  the  com- 
bination of  different  corporations, 
(i)  Reports  to  be  made  to  the  Government, 
(k)   Reports  to  he  made  to  the  stockholders. 

(1)    Privileges  of  stockholders  regarding  examination  of  books  and  oversight  of 
business. 

(in)  Methods  of  taxation  of  corporations, 
(n)  Special  methods  of  control  by  the  Government. 

(o)  Also  special  laws  covering  monopolies,  especially  those  concerning  the  private 
capitalistic  monopolies  known  as  trusts. 

Judging  from  the  experience  of  the  United  States,  it  seemed  that  strict  legislation, 
properly  enforced,  regarding  capitalization,  promotion,  and  the  liability  of  directors, 
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stockholders,  and  officers  might  possibly  prevent  some  abuses  that  seemed  to  have 
arisen  in  the  United  States,  or  that  these  regulations  might  determine  to  a  con- 
siderable extent  the  form  which  industrial  combinations  would  take  in  the  various 
countries.  Likewise,  it  seemed  probable  that  the  nature  of  the  control  of  the  Gov- 
ernment over  such  corporations,  the  degree  of  publicity  insisted  upon  in  their 
operations,  and  other  regulations,  might  materially  affect  such  organizations.  The 
study  of  these  laws  and  of  the  experience  of  the  countries,  as  found  in  Part  I  of 
this  volume,  shows  that  there  is  an  intimate  connection  between  the  corporation 
laws  and  the  organization  of  industrial  combinations. 

Inquiry  was  also  made  regarding  laws  restricting  monopolies,  or  those  directed 
toward  either  the  prevention  or  the  regulation  of  the  modern  industrial  combinations. 

Without  attempting  to  analyze  in  detail  the  effects  of  the  various  provisions  in  the 
laws  of  the  different  countries  in  these  particulars,  as  that  would  involve  to  a  con- 
siderable degree  a  restatement  of  the  facts  in  Part  I,  compared,  point  by  point,  with 
the  laws  digested  in  Part  II,  it  will  perhaps  suffice  to  mention  briefly  the  following 
general  provisions  of  corporation  laws,  in  several  of  the  countries,  that  seem  to  have 
been  of  chief  influence  in  determining  the  form  of  industrial  combinations,  or  in 
preventing  abuses  of  great  corporations  in  the  different  countries,  with  a  word  as  to 
the  nature  of  this  influence. 

The  English  law  attempts  to  restrict  capitalization  of  corporations  primarily  by 
enforcing  publicity.  The  articles  of  association  are  to  be  filed  with  the  registrar  of 
joint  stock  companies,  and  it  is  also  required  that  copies  of  the  contracts  with 
vendors  of  separate  establishments  uniting  into  a  single  joint  stock  company  be  filed 
also.  All  shares  are  held  to  be  issued  as  if  for  cash,  and  owners  will  be  held  liable 
on  that  basis  unless  such  contracts  are  filed. 

In  other  countries  the  appraisal  of  properties  to  be  bought  by  the  corporation  in 
exchange  for  stock  is  under  such  careful  regulations,  with  due  inspection  by  the 
Governments,  that  stock  watering  is  even  more  difficult. 

It  is  of  course  true  that  where  property  is  intangible  in  its  nature,  like  patents,  or 
where  property  is  situated  in  foreign  countries — as,  for  example,  in  the  case  of 
mining  companies  in  the  colonies — there  is  at  times  exploitation  of  the  public  through 
purely  speculative  means  similar  to  those  employed  at  times  in  the  United  States. 

In  practically  all  the  foreign  countries  under  consideration  the  promoter  is  held 
very  strictly  accountable  for  the  representations  and  promises  put  forth  in  prospec- 
tuses, and  the  nature  of  the  payment  for  his  services  must  be  so  distinctly  made 
clear  to  the  stockholders  that  there  is  little  likelihood  of  his  making  unreasonable 
gains.  In  many  cases  the  pay  of  the  promoter  may  be  considered  large,  but  it  is 
not  secret.  Such  delicate  and  difficult  work  often  deserves  large  pay. 

Directors  of  corporations  in  practically  all  European  countries  seem  to  be  held  con- 
siderably more  strictly  responsible  for  their  operations  than  is  usual  in  the  United 
States,  although  in  many  cases  the  provisions  of  the  law  are  not  materially  different. 

One  noteworthy  factor  in  the  laws  of  several  countries  is  that  instead  of  a  small 
corps  of  officers  elected  by  a  body  of  directors,  as  in  the  United  States,  with  practi- 
cally all  the  active  executive  work  left  to  one  officer  or  a  small  corps  of  officers,  we 
find  a  general  executive  committee,  who  manage  the  executive  work  as  a  body,  and, 
associated  with  them,  a  supervisory  body,  with  full  powers  of  inspection  and  indirect 
control.  The  policy  is  one  rather  of  executive  boards  than  of  single  executives. 

Much  care  is  very  generally  taken  to  have  the  auditors  entirely  independent  of 
the  boards  of  directors,  both  as  regards  their  appointment  and  pay  and  as  regards 
their  methods  of  work.  The  accounts  also  are,  generally  speaking,  to  be  made  public 
in  considerably  more  detail  than  is  required  in  the  United  States,  the  law  itself  fre- 
quently prescribing  special  methods  in  which  the  books  shall  be  kept  or  special 
principles  to  be  followed  in  preparing  the  balance  sheet. 

While  the  laws  in  most  of  the  countries  do  not  directly  restrict  directors  or  man- 
agers of  corporations  from  speculating  in  their  stocks,  indirectly  the  responsibility  of 
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directors  is  such  that  private  speculation  under  such  circumstances  seenis  to  be  very 
seldom  found. 

Generally  speaking,  especially  in  the  German  countries,  the  Government  requires 
very  detailed  reports  to  be  made  regarding  the  condition  of  business,  partly,  evi- 
dently, for  the  sake  of  keeping  the  stockholders  and  the  public  informed  regarding 
the  nature  of  the  business  of  the  corporations,  but  also  for  the  purpose  of  taxation. 
In  some  of  the  countries  the  rate  of  taxation  on  corporations  is  high  and  is  in  the 
nature  of  an  income  tax,  so  that  it  becomes  necessary  that  the  Government  be 
informed  regarding  even  the  details  of  the  business. 

Generally  speaking,  the  European  countries  have  no  laws  regarding  monopolies 
that  are  especially  restrictive,  with  the  possible  exception  of  France;  but  the  rigidity 
of  the  corporation  laws  render  several  of  the  abuses  which  seem  common  in  the 
United  States  almost  impossible,  and  the  liberality  of  the  Governments  in  promoting 
agreements  regarding  output  and  prices  has  perhaps  prevented  the  combinations 
from  taking  so  unified  a  form  that  the  Governments  would  feel  called  upon  to  impose 
any  special  restrictions.  As  has  been  explained  in  Part  I,  laws  giving  somewhat 
more  careful  supervision  of  the  affairs  of  industrial  combinations  in  the  future  are 
under  contemplation  in  some  of  the  States. 


CHAPTER  II. 


ENGLAND.1 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

SEC.  1.  Business-mai/  begin  before  capital  has  been  paid. — A  company  may  commence 
business  before  tin-  whole  amount  of  its  capital  has  l>een  subscribed. 

SEC.  2.  Reduction  of  capital. — A  company  may  by  resolution  reduce  its  capital, 
"but  no  such  resolution  for  reducing  the  capital  of  any  company  shall  come  into  oper- 
ation until  an  order  of  the  courtis  registered  by  the  registrar  of  joint  stock  companies."  * 

SEC.  3.  Increase  of  capital. — The  directors  may,  with  the  sanction  of  a  special  reso- 
lution of  the  company  previously  given  in  general  meeting,  increase  its  capital  by  the 
issue  of  new  shares,  such  aggregate  increase  to  be  of  such  amount,  and  to  be  divided 
into  shares  of  such  respective  amounts,  as  the  company  in  general  meeting  directs,  or, 
if  no  direction  is  given,  as  the  directors  think  expedient.* 

SEC.  4.  Manner  in  which  shares  are  to  be  issued  and  held. — Every  share  shall  be 
deemed  and  taken  to  have  been  issued  and  to  be  held  subject  to  the  payment  of  the 
whole  amount  thereof  in  cash,  unless  the  same  shall  have  been  otherwise  determined 
by  a  contract  duly  made  in  writing  and  filed  with  the  registrar  of  joint  stock  com- 
panies* at  or  before  the  issue  of  such  shares.5 

B. — METHODS  OF  PROMOTING  AND  LIABILITY  OF  PROMOTERS. 

SEC.  5.  List  of  directors  to  be  presented  at  time  of  registration. — On  the  application  for 
registration  of  the  memorandum  and  articles  of  association  of  a  company  the  appli- 
cant shall  deliver  to  the  registrar  a  list  of  the  persons  who  have  consented  to  be 
directors  of  the  company,  and  if  this  list  contains  the  name  of  any  person  who  has 
not  so  consented  the  applicant  shall  be  liable  to  a  fine  not  exceeding  £50.6 

SKC.  6.  Special  requirements  as  to  particulars  of  prospectus. — Every  prospectus  issued 
by  or  on  behalf  of  a  company,  or  any  person  engaged  or  interested  in  the  formation 
<>f  tin-  company,  must  state  (a)  the  contents  of  the  memorandum  of  association,  with 
the  names,  descriptions,  and  addresses  of  the  signatories,  and  the  number  of  shares 
subscribed  for  by  them,  respectively;  and  the  number  of  founder's  or  management 
shares,  if  any,  and  the  nature  and  extent  of  the  interest  of  the  holders  in  the  prop- 
erty and  profits  of  the  company;  and  (6)  the  number  of  shares,  if  any,  fixed  by  the 
articles  of  association  as  the  qualification  of  a  director,  and  any  provisions  in  the 
articles  of  association  as  to  the  remuneration  of  directors;  and  (c)  the  names,  descrip- 
tions and  addresses  of  the  directors  or  proposed  directors;  and  ((/)  the  minimum 
subscription  on  which  the  directors  may  proceed  to  allotment  and  the  amount  paya- 
ble on  application  and  allotment  on  each  share,  and  in  the  case  of  a  second  or  sub- 
sequent offer  of  shares  the  amount  offered  for  subscription  on  each  previous  allot- 
ment, and  the  amount  actually  allotted,  and  the  amount,  if  any,  actually  paid  on 
such  shares;  and  (e)  the  number  and  amount  of  shares  and  debentures  issued,  or 
a<rree.l  to  be  issued,  as  fully  or  partly  paid  up  otherwise  than  in  cash,  and  in  the 
latter  case  the  extent  to  whicfi  tney  are  so  paid  up,  and  in  either  case  the  considera- 
tion for  which  such  shares  or  debentures  have  been  issued  or  are  proposed  or 
intend  nl  to  be  issued;  and  (/)  the  names  and  addresses  of  the  vendors  of  any  prop- 
erty purchased  or  acquired  bv  the  company,  or  proposed  to  be  so  acquired,  which  is 
to  tx»  paid  for  wholly  or  partly  out  of  the  proceeds  of  the  issue  offered  for  subscrip- 
tion by  the  prospectus,  or  the  purchase  or  acquisition  of  which  has  not  l>een  com- 

'The  digests  of  the  corporation  lnws  of  Knglaml  and  the  KiiKltah  colonies  were  made  by  Herbert 
A.  Hfininway. 

'Sec  sec.  M  post  (Companies  act.  1.H67,  sec.  9). 
s  See  srcs.  II  and  i:i  post  (Companies  act,  1862,  Table  A,  art.  2fi). 
*See  sec.  64  post. 
•'•Companies  net.  1N17,  see.  •_•:.. 
•Companies act,  1900,  sec.  2,  sulxl.  -2. 
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pleted  at  the  date  of  publication  of  the  prospectus,  and  the  amount  payable  in  cash, 
shares,  or  debentures  to  the  vendor,  and  where  there  is  more  than  one  separate 
vendor,  or  the  company  is  a  subpurchaser,  the  amount  so  payable  to  each  vendor; 
and  (</)  the  amount,  if  any,  paid  or  payable  as  purchase  money  in  cash,  shares,  or 
debentures  of  any  such  property  as  aforesaid,  specifying  the  amount  payable  for 
good  will;  and  (h)  the  amount  paid  or  payable  as  commission  for  subscribing  or 
procuring  or  agreeing  to  procure  subscriptions  for  any  shares  in  the  company,  or  the 
rate  of  any  such  commission;  and  (i)  the  amount  or  estimated  amount  of  prelimi- 
nary expenses;  and  (j)  the  amount  paid  or  intended  to  be  paid  to  any  promoter  and 
the  consideration  for  any  such  payment;  and  (k)  the  dates  and  parties  to  every 
material  contract,  and  a  reasonable  time  and  place  at  which  any  material  contract  or 
a  copy  thereof  may  be  inspected,  provided  that  this  requirement  shall  not  apply  to 
a  contract  entered  into  in  the  ordinary  course  of  the  business  carried  on  or  to  any 
contract  entered  into  more  than  3  years  before  the  date  of  publication  of  the 
prospectus;  and  (I)  the  names  and  addresses  of  the  auditors,  if  any,  of  the  company; 
and  (in)  full  particulars  of  the  nature  and  extent  of  the  interest,  if  any,  of  every 
director  in  the  promotion  of  or  in  the  property  proposed  to  be  acquired  by  the  com- 
pany, with  a  statement  of  all  sums  paid  or  agreed  to  be  paid  to  him  in  cash  or  shares 
by  any  person  either  to  qualify  him  as  a  director  or  otherwise  for  services  rendered 
by  him  in  connection  with  the  formation  of  the  company.  In  this  section  the  term 
"vendor"  includes  lessor,  and  "purchase  money"  includes  rent.  Any  condition 
requiring  or  binding  any  applicant  for  shares  or  debentures  to  waive  compliance  with 
any  requirement  of  this  section,  or  purporting  to  affect  him  with  notice  of  any  con- 
tract, document,  or  matter  not  specially  referred  to  in  the  prospectus,  shall  be  void.1 

SEC.  7.  Statutory  meeting. — Every  company  limited  by  shares  and  registered  after 
"January  1,  1901,"  shall  within  a  period  of  not  less  than  1  month  nor  more  than  3 
months  from  the  date  at  which  the  company  is  entitled  to  commence  business,  hold 
a  general  meeting  of  the  company,  which  shall  be  called  the  statutory  meeting.2 

SEC.  8.  Promoters  must  make  good  their  representations. — Where  promoters  issued  a 
circular  stating  that  £7,000  had  been  subscribed  for,  but  in  fact  that  amount  had  not 
been  subscribed  for,  in  proceedings  to  wind  up  the  company,  the  promoters  were 
compelled  to  make  this  statement  good  by  contributing  as  if  they  owned  the  amount 
of  stock  necessary  to  bring  the  amount  subscribed  up  to  the  £7,000.3 

SEC.  9.  When  promoters  are  liable  for  acts  of  each  other. — Promoters  are  not  agents 
of  each  other,  and  are  not  liable  for  the  acts  of  each  other  further  than  they  have 
agreed  to  the  transaction.4 

SEC.  10.  Contracts  of  promoters. — Promoters  are  personally  liable  on  contracts  made 
by  them  in  behalf  of  the  unformed  corporation.5  But  a  certificate  of  incorporation 
given  by  the  registrar  is  conclusive  evidence  that  the  company  is  duly  formed.6 

C. — LIABILITY  OF  STOCKHOLDERS. 

SEC.  11.  Liability  uj' ^resent  and  past  members  of  company '. — In  the  event  of  a  com- 
pany formed  under  this  act  being  wound  up,  every  present  and  past  member  of  such 
company  shall  be  liable  to  contribute  to  the  assets  of  the  company  to  an  amount 
sufficient  for  the  payment  of  the  debts  and  liabilities  of  the  company,  and  the  costs, 
charges,  and  expenses  of  the  winding  up,  and  for  the  payment  of  such  sums  as  may 
be  required  for  the  adjustment  of  the  rights  of  the  contributories  among  themselves, 
with  the  qualifications  following;  that  is  to  say — 

(1)  No  past  member  shall  be  liable  to  contribute  to  the  assets  of  the  company  if 
he  has  ceased  to  be  a  member  for  a  period  of  1  year  or  upward  prior  to  the  com- 
mencement of  the  winding  up. 

(2)  No  past  member  shall  be  liable  to  contribute  in  respect  of  any  debt  or  liability 
of  the  company  contracted  after  the  time  at  which  he  ceased  to  be  a  member. 

(3)  No  past  member  shall  be  liable  to  contribute  to  the  assets  of  the  company 
unless  it  appear  to  the  court  that  the  existing  members  are  unable  to  satisfy  the 
contributions  required  to  be  made  by  them  in  pursuance  of  this  act. 

(4)  In  the  case  of  a  company  limited  by  shares7  no  contribution  in  case  of  disso- 
lution shall  be  required  from  any  member  exceeding  the  amount,  if  any,  unpaid  on 
the  shares  in  respect  to  which  he  is  liable  as  a  present  or  past  member. 

(5)  In  the  case  of  a  company  limited  by  guarantee8  no  contribution  shall  be 

1  Companies  act,  1900,  sec.  10. 

2 See  sec.  46  post  (Companies  act,  1900,  sec.  12). 

» In  re  Royal  Victoria  Palace  Theater  Syndicate,  18  L.  R.  Equity,  661. 

*  Reynell  v.  Lewis,  15  M.  and  W.,  517. 

SKelner  v.  Baxter  et  al.,  L.  R.,  2  C.  P.,  174.    See  post,  sec.  16. 

*  Companies  act,  1900,  sec.  1. 

7  See  post,  sec.  39,  subd.  III. 

8  See  post,  sec.  39,  subd.  III. 
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required  from  any  member  exceeding  the  amount  of  the  undertaking  entered  into 
on  his  behalf  by  the  memorandum  of  association. 

(6)  Nothing  in  this  act  contained  shall  invalidate  any  provision  contained  in  any 
policy  of  insurance  or  other  contract  whereby  the  liability  of  individual  members 
upon  any  such  policy  or  contract  is  restricted,  or  whereby  the  funds  of  the  company 
arc  alone  made  liable  in  respect  of  such  policy  or  contract. 

(7)  No  sum  due  any  member,  in  his  character  of  a  member,  by  way  of  dividends, 
profits,  or  otherwise,  shall  be  deemed  to  be  a  debt  ef  the  company,  payable  to  such 
member  in  a  case  of  competition  between  himself  and  any  other  creditor  not  being 
a  member  of  the  company;  but  any  such  sum  may  be  taken.into  account,  for  the  pur- 
poses of  the  final  adjustment  of  the  rights  of  the  contributories  amongst  themselves.1 

SK<  .  12.  If  any  company  under  this  act  carries  on  business  when  the  number  of 
its  members  is  less  than  7  for  a  period  of  6  months  after  the  number  has  been  so 
reduced,  every  person  who  is  a  member  of  such  company  during  the  time  that  it  so 
carries  on  business  after  such  period  of  6  months,  and  is  cognizant  of  the  fact  that  it 
is  so  carrying  on  business  with  fewer  than  7  members,  shall  be  severally  liable  for 
the  payment  of  the  whole  debts  of  the  company  contracted  during  such"  time,  and 
may  be  sued  for  the  same,  without  the  joinder  in  the  action  or  suit  of  any  other 
member.1 

D. — DITIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

SKI  .  13.  Qualification  of  directors. — A  director  is  given  two  months  after  his  appoint- 
ment to  obtain  the  required  stock  for  a  director  to  own.  If  he  does  not  within  such 
time  get  and  retain  such  stock,  his  office  becomes  vacated  and  he  is  liable  to  pay  the 
company  for  every  day  he  acts  as  director  after  this.* 

SKC.  14.  I.inhility  for  statements  in .prospectus  or  notice. — (1)  Where  after  the  passage  of 
this  act  a  prospectus  or  notice  invites  persons  to  subscribe  for  shares  in  or  debentures 
or  debenture  stock  of  a  company,  every  person  who  is  a  director  of  the  company  at 
the  time  of  the  issue  of  the  prospectus  or  notice,  and  every  person  who  having 
authorized  such  naming  of  him  is  named  in  the  prospectus  or  notice  as  a  director  of 
tlie  fompany,  or  as  having  agreed  to  become  a  director  of  the  company  either  imme- 
diately or  after  an  interval  of  time,  and  every  promoter  of  the  company  and  every 
j>erson  who  has  authorized  the  issue  of  the  prospectus  or  notice  shall  be  liable  to 
pav  compensation  to  all  persons  who  shall  subscribe  for  any  shares,  debentures,  or 
del  suture  stock  on  the  faith  of  such  prospectus  or  notice  for  the  loss  or  damage  they 
may  have  sustained  by  reason  of  any  untrue  statement  in  the  prospectus  or  notice, 
or  in  any  report  or  memorandum  appearing  on  the  face  thereof,  or  by  reference  incor- 
porated therein  or  issued  therewith,  unless  it  is  proved — 

(a)  F.V.-7  1'1-,-,'jttiftn. — With  respect  to  every  such  untrue  statement  not  purporting  to 
be  made  upon  the  authority  of  an  expert  or  of  a  public  official  document  or  state- 
ment that  he  had  reasonable  ground  to  believe,  and  did  up  to  the  time  of  the  allot- 
ment of  the  shares,  debentures  or  debenture  stock,  as  the  case  may  be,  believe  that 
the  statement  was  true;  and 

(b)  Second  exception. — With  respect  to  every  such  untrue  statement  purporting  to 
be  a  statement  by  or  contained  in  what  purports  to  be  a  copy  of  or  extract  from  a 
report  or  valuation  of  an  engineer,  valuer,  accountant,  or  other  expert,  that  it  fairly 
represented  the  statement  made  by  such  engineer,  valuer,   accountant,  or  other 
expert,  or  was  a  correct  and  fair  copy  of  or  extract  from  the  report  or  valuation: 
I'riii-iil,  >!  it/ir,!)/*,  That  notwithstanding  that  such  untrue  statement  fairly  represented 
the  statement  made  by  such  engineer,  valuer,  accountant,  or  other  expert,  or  was  a 
correct  and  fair  copy  of  an  extract  from  the  report  or  valuation,  such  director,  person 
named,  promoter,  or  other  person  who  authorized  the  issue  of  the  prospectus  or  notice 
as  aforesaid  shall  be  liable  to  pay  compensation  as  aforesaid  if  it  be  proved  that  he  had 
no  reasonable  ground  to  believe  that  the  person  making  the  statement,  report,  or 
valuation  was  competent  to  make  it;  and 

(c)  Tliif!  i'.i-<-,'j>tioH. — With   respect  to  every  such  untrue  statement  purporting  to 
l>e  a  statement  mad*-  l>y  an  official  person  or  contained  in  what  purports  to  be  a  copy 
of  or  extract  from  a  public  official  document,  that  it  was  a  correct  and  fair  represen- 
tation of  such  statement  or  copy  of  or  extract  from  such  document,  or  unless  it  is 
proved  that  having  consented  to  become  a  director  of  a  company  he  withdrew  his 
consent  before  the  issue  of  the  prospectus  or  notice,  and  that  the  prospectus  or  notice 
was  issued  without  his  authority  or  consent,  or  that  the  prospectus  or  notice  was 
issued  without  his  knowledge  or  consent,  and  that  on  becoming  aware  of  its  issue 
he  forthwith  gave  reasonable  public  notice  that  it  was  so  issued  without  his  knowl- 


i  Companies  act.  1862,  sec.  38. 

'Companies  act,  1862,  sec.  48.    See  post.  •*•<>.  ji.  i>-j. 

*  Companies  act,  1900,  sec.  3. 
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edge  or  consent,  or  that  after  the  issue  of  such  prospectus  or  notice  and  before  allot- 
ment thereunder,  he,  on  becoming  aware  of  any  untrue  statement,  withdrew  his  con- 
sent thereto,  and  caused  reasonable  public  notice  of  such  withdrawal  and  of  the 
reason  therefor  to  be  given. 

"Promoter,"  how  used. —  (2)  A  promoter  in  this  section  means  a  promoter  who  was  a 
party  to  the  preparation  of  the  prospectus  or  notice,  or  of  the  portion  thereof  con- 
taining such  untrue  statement,  but  shall  not  include  any  person  by  reason  of  his 
acting  in  a  professional  capacity  for  persons  engaged  in  procuring  the  formation  of 
the  company. 

Existing  companies  obtaining  new  capital. — (3)  Where  any  company  existing  at  the 
passing  of  this  act,  which  has  issued  shares  or  debentures,  shall  be  desirous  of  obtain- 
ing further  capital  by  subscriptions  for  shares  or  debentures,  and  for  that  purpose 
shall  issue  a  prospectus  or  notice,  no  director  of  such  company  shall  be  liable  in 
respect  to  any  statement  therein  unless  he  shall  have  authorized  the  issue  of  such 
prospectus  or  notice,  or  have  adopted  or  ratified  the  same. 

Experts. — (4)  In  this  section  the  word  "expert"  includes  any  person  whose  pro- 
fession gives  authority  to  a  statement  made  by  him."  l 

SEC.  15.  Fraud  of  directors  a  misdemeanor. — Directors  fraudulently  appropriating 
property  or  keeping  fraudulent  accounts,  or  willfully  destroying  books,  or  publishing 
fraudulent  statements  are  guilty  of  a  misdemeanor.2 

SEC.  16.  Power  of  court  to  assess  damages  against  delinquent  directors,  officers,  and 
promoters. — Where  in  the  course  of  the  winding  up  of  a  company  under  the  companies 
acts  it  appears  that  any  person  who  has  taken  part  in  the  formation  of  the  company, 
or  any  past  or  present  director,  manager,  liquidator,  or  other  officer  of  the  company  has 
misapplied  or  retained  or  become  liable  or  accountable  for  any  moneys  or  property 
of  the  company,  or  been  guilty  of  any  misfeasance  or  breach  of  trust  in  relation  to 
the  company,  the  cost  may,  on  the  application  of  the  official  receiver  or  of  the  liqui- 
dator of  the  company,  or  of  any  creditor  or  contributory  of  the  company,  examine 
into  the  conduct  of  such  promoter,  director,  manager,  liquidator,  or  other  officer  of 
the  company,  and  compel  him  to  repay  any  moneys  or  restore  any  property  so  mis- 
applied or  retained,  or  for  which  he  has  become  liable  or  accountable,  together  with 
interest  after  such  date  as  the  court  thinks  just,  or  to  contribute  such  sums  of  money 
to  the  assets  of  the  company  by  way  of  compensation  in  respect  of  such  misapplica- 
tion, retained,  misfeasance,  or  breach  of  trust  as  the  court  thinks  just.* 

SEC.  17.  Accounts.— The  directors  must  cause  true  accounts  to  be  kept.4 

SEC.  18.  Company  may  have  directors  unth  unlimited  liability. — Where,  after  the  com- 
mencement of  this  act,  a  company  is  formed  "  under  the  companies  act,  1862,"  the 
liability  of  the  directors  or  managers  of  such  company,  or  the  managing  director, 
may,  if  so  provided  by  the  memorandum  of  association,  be  unlimited.5 

SEC.  19.  Directors  must  yearly  furnish  each  member  a  balance  sheet  showing  the 
condition  of  the  company.' 

SEC.  20.  Ultra  vires  application  of  funds. — If  the  directors  of  a  corporation  use  the 
funds  of  the  corporation  in  ultra  vires  transactions  they  are  personally  liable  for  such 
funds.7 

SEC.  21.  Where  any  order  is  made  for  winding  up  a  company  by  the  court,  or  sub- 
ject to  the  supervision  of  the  court,  if  it  appear  in  the  course  of  such  winding  up  that 
any  past  or  present  director,  manager,  officer,  or  member  of  such  company  has  been 
guilty  of  any  offense  in  relation  to  the  company  for  which  he  is  criminally  responsi- 
ble, the  court  may,  on  the  application  of  any  person  interested  in  such  winding  up, 
or  of  its  own  motion,  direct  the  official  liquidators  *  *  *  to  institute  and  conduct 
a  prosecution  or  prosecutions  for  such  offense,  and  may  order  the  costs  and  expenses 
to  be  paid  out  of  the  assets  of  the  company.8 

SEC.  22.  Where  a  company  is  being  wound  up  altogether,  voluntarily,  if  it  appears 
to  the  liquidators  conducting  such  winding  up  that  any  past  or  present  director, 
manager,  officer,  or  member  of  such  company  has  been  guilty  of  any  offense  in  rela- 
tion to  the  company  for  which  he  is  criminally  responsible,  it  shall  be  lawful  for  the 
liquidators,  with  the  previous  sanction,  to  prosecute  such  offender,  and  all  expenses 
properly  incurred  by  them  in  such  prosecution  shall  be  payable  out  of  the  assets  of 
the  company  in  priority  to  all  other  liabilities.9 

iThe  directors  liability  act,  1890,  sec.  3. 

224  and  25  Viet.,  ch.  %,  sees.  81-84,  and  companies  act,  1862,  sec.  166. 
3Companies  winding-up  act,  1890,  sec.  10. 

«Sce  post,  sees.  41  and  43.    Companies  act,  1862,  sch.  1,  Table  A,  art.  78. 
5  Companies  act,  1867,  sec.  4. 

•See  post,  sees.  41,  43,  and  companies  act,  1862,  Sch.  I,  Table  A,  arts.  79-82. 

'Cnllerne  v.  London,  etc.,  Society,  252  B.  I).,  4X5:  lx>ndon  Finawinl  Association  r.  Kelk,  26  Ch. 
Div.,  107. 

"Companies  act,  1862,  sec.  167. 
•The  companies  act,  1862,  sec.  1»VS.    See  ante,  sec.  5,  and  post,  sees.  94,86.36,56,59,07,09. 
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E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS  AND  OTHERWISE. 

SEC.  23.  Director  may  deal  in  shares. — Same  man  director  of  rival  companies. — In  deal- 
ing with  his  shares  a  director  is,  in  general,  as  free  as  any  other  shareholder.1  A 
director  i  an  not  be  restrained  from  acting  as  director  of  a  rival  company.* 

SEC-.  24.  Ditquatification  of  directors. — The  office  of  director  shall  be  vacated — 

If  he  holds  any  other  office  or  place  of  profit  under  the  company; 

If  he  becomes  bankrupt  or  insolvent; 

If  he  is  concerned  in  or  participates  in  the  profits  of  any  contract  with  the  company. 

I'.n-t'ption. — But  the  above  rules  shall  be  subject  to  the  following  exception:  That 
no  director  shall  vacate  his  office  by  reason  of  his  being  a  member  of  any  company 
which  has  entered  into  contracts  with  or  done  any  work  for  the  company  of  which 
he  is  a  director,  nevertheless  he  shall  not  vote  in  respect  of  such  contract  or  work; 
and  if  he  does  so  vote  his  vote  shall  not  be  counted.  This  applies  to  companies 
limited  i iy  shares  and  may  be  changed  by  the  articles  of  association  or  an  amend- 
ment thereto.* 

SEC.  25.  Contracts  in  which  directors  are  interested  may  be  confirmed. — Shareholders 
can,  by  a  resolution  of  a  general  meeting,  duly  convened,  confirm  a  contract  in  which 
the  diivi-tors  or  some  of  them  are  interested.  * 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 
The  only  reirulations  made  are  found  in  the  antitrust  law  under  Topic  O. 
G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

SEC.  26.  Rules  as  to  dividends. — The  following  provisions  may  be  changed  by  the 
articles  of  association  on  a  special  resolution,  but  in  the  absence  of  such  change  apply 
to  all  companies  limited  by  shares:  5 

1 .  The  directors  may,  with  the  sanction  of  the  company  in  general  meeting,  declare 
a  dividend  to  be  paid  to  the  members  in  proportion  to  their  shares. 

2.  NII  tlivi.li-nd  shall  be  payable  except  out  of  the  profits  arising  from  the  business 
of  the  company. 

3.  The  directors  may  deduct  from  the  dividends  payable  to  any  member  all  such 
sums  of  money  as  may  be  due  from  him  to  the  company  on  account  of  calls  or 
otherwise. 

4.  The  directors  may,  before  recommending  any  dividend,  set  aside  out  of  the 
profits  a  proper  sum  to  meet  contingencies,  or  for  equalizing  dividends. 

5.  No  dividend  shall  bear  interest  as  against  the  company. 

6.  When  any  dividend  has  been  declared  notice  must  be  given  each  shareholder, 
and  all  dividends  remaining  unclaimed  for  3  years  may  be  forfeited  to  the  company. 

SKI  .  '11.  Profits  governed  rnj  amount  paid  on  shares. — By  the  company's  regulations 
or  special  resolutions  dividends  may  be  paid  in  proportion  to  the  amount  paid  up  on 
each  share,  in  cases  where  a  larger  amount  is  paid  upon  some  shares  than  on  others.' 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK   IN  OTHER  CORPORATIONS,  OR 
THE  COMBINATION  OF  DIFFERENT  COMPANIES. 

•js.  dm  unt  07/Ti  stock  of  another  company. — Where  a  company  is  incorporated 
by  act  of  Parliament,  and  is  not  by  its  act  of  incorporation  given  power  to  hold  stock 
in  another  corporation,  the  purchase  of  such  stock  is  ultra  vires,  and  the  public,  by 
the  attorney-general,  can  interpose  and  prevent  it.7  Where  the  constitution  of  a 
corjx>ration  authorizes  it  to  hold  stock  in  another  corporation  it  may  do  so.8 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

Sr.c.  :*i.  /W<t/«v/».<  filt'il  trilh  registrar. — A  copv  of  every  prospectus  shall  l>e  filed 
with  the  registrar  on  or  In-fore  the  date  of  its  publication.' 

S i-:r.  .'!(».    llttiim  <i*  t"  iillntnieni. — Whenever  a  company  limited  by  shares  make-  any 

'Gilbert's  case,  5  Oh..  5ft9:  South  London  FiMhinarket  Co.,  39  Ch.  Dlv.,  32-1;  Cawley  A  Co.,  42  ch. 
Div.,209. 

•London  and  Mashonaland  Co.  r.  New  MashmialHiid  Co.,  1>'J1.  W.  N.,  169. 

•Compunk-s  act.  ls»i2.  Tal>h>  A.  iirt.  -r>7. 

«(;rarit  r.  t'nitod  Switchback  Co.,  40 C.  D.,  135. 

•'•Companies  act.  lNi2.  sees.  72-77. 

•Coin|>iiiiirs  aft.  IN'.T.  sec.  '.'I,  sutxl.  3. 

Miivat  Eastern  Railway  Co.  r.  Turner  ^  I..  H.,  Ch.  App.,  H9;  Attorney-Oeneral  r.  (Jn-at  NorilnTJi 
Railway  Co.,  1  Dr.  A;  80.,  tt. 

"So-  ]>ost.  SIT.  ::n:  ex  parti'  Contract  Corp..  :i  Ch..  lav   l;,,\al  Hank  of  Imlia  Cas.     ,  • 

"Companies  act.  1900,  sec.  9, 
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allotment  of  its  shares,  the  company  shall  within  1  month  thereafter  file  with  the 
registrar  (a)  a  return  of  the  allotments  stating  the  number  and  nominal  amount  of 
the  shares  comprised  in  the  allotment,  the  names,  addresses,  and  descriptions  of  the 
allottees,  and  the  amount,  if  any,  paid  or  due  and  payable  on  each  share;  and  (b)  in 
case  of  shares  allotted  in  whole  or  in  part  for  a  consideration  other  than  cash,  a 
contract  in  writing  constituting  the  title  of  the  allottee  to  such  allotment,  together 
with  any  contract  of  sale,  or  for  services  or  other  consideration  in  respect  to  which 
such  allotment  was  made,  such  contracts  being  duly  stamped,  and  a  return  stating 
the  number  and  nominal  amount  of  shares  so  allotted,  the  extent  to  which  they  are 
so  treated  as  paid  up,  and  the  consideration  for  which  they  have  been  allotted.1 

SEC.  31.  Report  preceding  statutory  meeting  to  be  filed. — The  directors  shall  cause  a 
copy  of  the  report2  preceding  the  statutory  meeting8  to  be  filed  with  the  registrar 
forthwith  after  the  sending  thereof  to  the  members  of  the  company.* 

SEC.  32.  Annual  report. — Every  company  under  this  act,  and  having  a  capital 
divided  into  shares,  shall  make,  at  least  once  in  every  year,  a  list  of  all  persons  who, 
on  the  fourteenth  day  succeeding  the  day  on  which  the  ordinary  general  meeting,  or 
if  there  is  more  than  one  ordinary  meeting  in  each  year,  the  first  of  such  ordinary 
general  meetings  is  held,  are  members  of  the  company;  and  such  list  shall  state  the 
names,  addresses,  and  occupations  of  all  the  members  therein  mentioned,  and  the 
number  of  shares  held  by  each  of  them,  and  shall  contain  a  summary  specifying  the 
following  particulars: 

What  report  must  contain. — (1)  The  amount  of  the  capital  of  the  company  and  the 
number  of  shares  into  which  it  is  divided. 

(2)  The  number  of  shares  taken  from  the  commencement  of  the  company  up  to 
the  date  of  the  summary;  distinguishing  between  the  shares  issued  for  cash  and  the 
shares  issued  otherwise  than  for  cash  or  only  partly  for  cash. 


The  amount  of  calls  made  on  each  share. 

The  total  amount  of  calls  received. 

The  total  amount  of  calls  unpaid. 

The  total  amount  of  shares  forfeited. 

The  total  amount  of  debt  due  from  the  company  in  respect  of  all  mortgages 


and  charges  which  require  registration. 

(8)  The  names  and  addresses  of  the  persons  who  are  the  directors  of  the  company 
at  the  date  of  the  summary. 

(9)  The  names,  addresses,  and  occupations  of  the  persons  who  have  ceased  to  be 
members  since  the  last  list  was  made,  and  the.  number  of  shares  held  by  each  of 
them.     The  above  list  and  summary  shall  be  contained  in  a  separate  part  of  the  reg- 
ister, and  shall  be  completed  within  7  days  after  such  14th  day  as  is  mentioned  in 
this  section,  and  a  copy  shall  forthwith  be  forwarded  to  the  registrar  of  joint  stock 
companies.5 

SEC.  33.  Penalty  for  false  statement. — If  any  person  in  any  return,  report,  certificate, 
balance  sheet,  or  other  document  required  by  or  for  the  purposes  of  this  act  willfully 
makes  a  statement  false  in  any  material  particular,  knowing  it  to  be  false,  he  shall 
be  guilty  of  a  misdemeanor,  and  shall  be  liable  on  conviction  on  indictment  to 
imprisonment  for  a  term  not  exceeding  2  years  with  or  without  hard  labor.6 

SEC.  34.  Failure  to  make  report,  penalty,  Liability  of  officers. — If  any  company  under 
this  act,  and  having  a  capital  divided  into  shares,  makes  default  in  complying  with 
the  provisions  of  this  act  with  respect  to  forwarding  such  list  of  members  or  sum- 
mary as  hereinbefore  mentioned  to  the  registrar,  such  company  shall  incur  a  penalty 
not  exceeding  £5  for  every  day  during  which  such  default  continues,  and  every 
director  and  manager  of  the  company  who  shall  knowingly  and  willfully  authorize 
or  permit  such  default  shall  incur  the  like  penalty.7 

SEC.  35.  Notice  to  be  given  of  changes. — Every  company  under  this  act,  having  a 
capital  divided  into  shares,  that  has  consolidated  and  divided  its  capital  into  shares 
of  larger  amount  than  its  existing  shares,  or  converted  any  portion  of  its  capital  into 
stock,  shall  give  notice  to  the  registrar  of  joint  stock  companies  of  such  consolida- 
tion, division,  or  conversion,  specifying  the  shares  so  consolidated,  divided,  or 
converted.8 

SEC.  36.  Notice  of  increase  of  capital  or  members  to  be  'given  to  registrar. — Where  a 
company  has  a  capital  divided  into  shares,  whether  such  shares  may  or  may  not 

1  Companies  act,  1900,  sec.  7. 

2  See  post,  sec.  46. 
8  See  ante,  sec.  7. 

*  Companies  act,  1900,  sec.  12,  subd.  4. 

s  Companies  act,  1862,  sec.  26,  as  amended  by  companies  act,  1900,  sec.  20.    See  post,  sec.  64. 

•Companies  act,  1900,  sec.  28. 

i  Companies  act,  1862,  sec.  27. 

8  Companies  act,  1862,  sec.  28. 
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have  been  converted  into  stock,  notice  of  any  increase  in  such  capital  beyond  the 
registered  capital,  and  where  a  company  has  not  a  capital  divided  into  shares,  notice 
of  any  increase  in  the  number  of  members  beyond  the  registered  number  shall  be 
Driven  to  the  registrar,  in  the  case  of  an  increase  of  capital,  within  15  days  from  the 
date  of  the  passing  of  the  resolution  by  which  such  increase  has  been  authorized, 
and  in  the  case  of  an  increase  of  members  within  15  days  from  the  time  at  which 
such  increase  of  members  has  been  resolved  on  or  has  taken  place,  and  the  registrar 
shall  forthwith  record  the  amount  of  such  increase  of  capital  or  members. 

r.  unity. — If  such  notice  is  not  given  within  the  period  aforesaid,  the  company  in 
default  shall  incur  a  penalty  not  exceeding  £5  for  every  day  during  which  such 
neglect  to  give  notice  continues,  and  every  director  and  manager  of  the  company 
who  shall  knowingly  and  willfully  authorize  or  permit  such  default  shall  incur  the 
like  penalty.1 

SEC.  37.  Ktyistercd  office  of  company. — Every  company  under  this  act  shall  have  a 
regntered 'office  to  which  all  communications  and  notices  may  be  audressed.  If  any 
company  under  this  act  carries  on  business  without  having  such  an  office  it  shall 
incur  a  penalty  not  exceeding  £5  for  every  day  during  which  business  is  so  carried  on. 

SEC\  38.  X< it  ice  of  place  of  office. — Notice  of  the  situation  of  such  registered  office, 
and  of  any  change  therein,  shall  be  given  to  the  registrar,  and  recorded  by  him. 
Until  such  notice  is  given  the  company  shall  not  be  deemed  to  have  complied  with 
the  provisions  of  this  act  with  respect  to  having  a  registered  office.* 

SEC.  39.  The  memorandum  of  the  company  is  absolutely  binding  on  it.  This  must 
be  filed  with  the  registrar  of  companies,  and  must  contain: 

I.  Memorandum  of  an  unlimited  company. — Where  a  company  is  formed  on  the 
principle  of  having  no  limit  placed  on  the  liability  of  its  members,  called  an  unlimited 
company,  the  memorandum  of  association  must  contain  the  following  things: 

( 1 )  The  name  of  the  proposed  company. 

(2)  The  part  of  the  United  Kingdom  in  which  the  registered  office  of  the  com- 
pany is  proposed  to  be  situate. 

(3)  The  objects  for  which  the  proposed  company  is  to  be  established. 

I 1.  Mi'innrnndnm  of  association  of  a  company  limited  by  guaranty. — Where  the  com- 
pany is  formed  on  the  principle  of  having  the  liability  of  its  members  limited  to  such 
•mount  as  the  members  respectively  undertake  to  contribute  to  the  assets  of  the 
company  in  the  event  of  the  same  being  wound  up,  called  a  company  limited  by 
guaranty,  the  memorandum  of  association  shall  contain  the  following  things: 

(1)  The  name  of  the  proposed  company,  with  the  addition  of  the  word  "Limited" 
as  i  he  last  word  in  such  name. 

(2)  The  part  of  the  United  Kingdom  in  which  the  registered  office  of  the  com- 
pany is  proposed  to  be  situate. 

(3)  The  objects  for  which  the  proposed  company  is  to  be  established. 

(4)  A  declaration  that  each  member  undertakes  to  contribute  to  the  assets  of  the 
company,  in  the  event  of  the  same  being  wound  up  during  the  time  he  is  a  member, 
or  within  one  year  afterwards,  for  the  payment  of  the  debts  and  liabilities  of  the 
company  contracted  before  the  time  at  which  he  ceases  to  be  a  member,  and  of  the 
costs,  ctiarges,  and  expenses  of  winding  up  the  company,  and  for  the  adjustment  of 
the  rights  of  the  contributories  amongst  themselves,  such  amount  as  may  be  required, 
not  exceeding  a  specified  sum. 

III.  Memorandum  of  association  of  a  company  limited  '<//  shares. — Where  a  company 
is  formed  on  the  principle  of  having  the  liability  of  its  members  limited  to  the 
amount  unpaid  on  their  shares,  called  a  company  limited  by  shares,  the  memo- 
randum of  association  shall  contain  the  following  things: 

( 1 )  The  name  of  the  proposed  company,  with  the  addition  of  the  word  "Limited" 
as  the  last  word  of  such  name. 

(2)  The  part  of  the  United  Kingdom  in  which  the  registered  office  of  the  company 
i<  ]>ni]Mised  to  l>e  situate. 

(3)  The  objects  for  which  the  proposed  company  is  to  be  established. 
f4j  A  declaration  that  the  liability  of  the  members  is  limited. 

(5)  The  amount  of  capital  with  which  the  company  proposes  to  be  registered, 
divided  into  shares  of  a  certain  fixed  amount. 

Subject  to  the  following  regulations: 

(1)  That  no  subscriber  shall  take  less  than  one  share. 

(2)  That  each  subscriber  of  the  memorandum  of  association  shall  write  opposite 
to  his  name  the  number  of  snares  he  takes.3 

i  Companies  act,  1862,  * 

*  Companies  act.  1862.  sees.  39  and  40. 

*  Companies  act,  1862,  sees.  8,  9,  and  10. 
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By  special  resolution  and  ratification  by  the  court,  the  memorandum  of  association 
may  be  altered.1 

SEC.  40.  Articles  of  association  to  be  registered. — The  memorandum  of  association 
may,  in  the  case  of  a  company  limited  by  shares,  and  shall,  in  the  case  of  a  company 
limited  by  guaranty  or  unlimited,  be  accompanied,  when  registered,  by  articles  of 
association  signed  by  the  subscribers  to  the  memorandum  of  association  and  pre- 
scribing such  regulations  for  the  company  as  the  subscribers  to  the  memorandum  of 
association  deem  expedient.  The  articles  " hall  be  expressed  in  separate  paragraphs, 
numbered  arithmetically.  They  may  adopt  all  or  any  of  the  provisions  contained 
in  the  table  marked  "A"  in  the  first  schedule  hereto.  They  shall,  in  the  case  of  a 
company,  whether  limited  by  guaranty  or  unlimited,  that  has  a  capital  divided  into 
shares,  state  the  amount  of  capital  with  which  the  company  proposes  to  be  registered; 
and  in  the  case  of  a  company,  whether  limited  by  guaranty  or  unlimited,  that  has 
not  a  capital  divided  into  shares,  state  the  number  of  members  with  which  the  com- 
pany proposes  to  be  registered,  for  the  purpose  of  enabling  the  registrar  to  determine 
the  fees  payable  on  registration.  In  a  company  limited  by  guaranty  or  unlimited, 
and  having  a  capital  divided  into  shares,  each  subscriber  shall  take  one  share  at 
least,  and  shall  write  opposite  his  name  in  the  memorandum  of  association  the 
number  of  shares  he  takes. 

SEC.  41.  In  the  case  of  a  company  limited  by  shares  the  regulations  contained  in 
Table  A  of  the  first  schedule  shall  be  deemed  the  regulations  of  the  company  except 
when  expressly  stated  otherwise  in  the  articles  of  association. 

SEC.  42.  The  articles  of  association  must  be  filed  with  the  registrar  of  joint  stock 
companies.2 

SEC.  43.  The  regulations  of  the  company  above  mentioned  may  be  changed  at  a 
regular  meeting  of  the  company.3 

SEC.  44.  Registry  of  special  resolutions. — All  special  resolutions  must  be  printed  and 
forwarded  to  the  registrar  of  joint  stock  companies  within  15  days  after  they  are 
passed.  A  penalty  not  exceeding  £5  is  imposed  upon  both  company  and  officers  for 
each  day's  delay  after  that  time.* 

SEC.  45.  Registration  of  mortgages  and  charges. — Every  mortgage  or  charge  created 
by  a  company  after  "January  1,  1901,"  and  being  either  (a)  a  mortgage  or  charge 
for  the  purpose  of  securing  any  issue  of  debentures;  or  (b)  a  mortgage  or  charge  on 
uncalled  capital  of  the  company;  or  (c)  a  mortgage  or  charge  created  or  evidenced 
by  an  instrument  which,  if  executed  by  an  individual,  would  require  registration  as 
a  bill  of  sale;  or  (d)  a  floating  charge  on  the  undertaking  or  property  of  the  com- 
pany shall,  so  far  as  any  security  on  the  company's  property  or  undertaking  is 
thereby  conferred,  be  void  against  the  liquidator  and  any  creditor  of  the  company 
unless  filed  with  the  registrar  within  21  days  after  its  creation.5 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

SEC.  46.  Report  preceding  statutory  meeting. — The  directors  shall,  at  least  7  days 
before  the  day  on  which  the  "statutory  "  meeting6  is  held,  forward  to  every  member 
of  the  company  a  report  certified  by  not  less  than  2  directors  of  the  company,  or 
where  there  are  less  than  2  directors,  by  the  sole  director  and  manager,  stating  (a) 
the  total  number  of  shares  allotted,  distinguishing  shares  allotted  as  fully  or  partly 
paid  up  otherwise  than  in  cash,  and  stating  in  the  case  of  shares  partly  paid  up  the 
extent  to  which  they  are  so  paid  up,  and  in  either  case  the  consideration  for  which 
Hhey  have  been  allotted;  (b)  the  total  amount  of  cash  received  by  the  company  in 
respect  of  such  shares  distinguished  as  aforesaid;  (c)  an  abstract  of  the  receipts  and 
payments  of  the  company  on  capital  account  to  the  date  of  the  report,  and  an 
account  or  estimate  of  the  preliminary  expenses  of  the  company;  (d)  the  names, 
addresses,  and  descriptions  of  the  directors,  auditors  (if  any),  manager  (if  any),  and 
secretary  of  the  company;  and  (e)  the  particulars  of  any  contract,  the  modification 
of  which  is  to  be  submitted  to  the  meeting  for  its  approval,  together  with  the  par- 
ticulars of  the  modification  or  proposed  modification.7 

SEC.  47.  Annual  statement  to  general  meeting. — Once  at  least  in  every  year  the  direc- 
tors shall  lay  before  the  company  in  general  meeting  a  statement  of  the  income  and 
expenditure  for  the  past  year,  made  up  to  a  date  not  more  than  3  months  before 
such  meeting. 

1 63  and  54  Viet.  c.  62. 

a  Companies  act,  1862,  sees.  14,  15,  and  17. 

3  Companies  act,  18f>2,  sec.  50. 

4  Companies  act,  1862,  sec.  53.    See  ante  sec.  2. 
6  Companies  act,  1900,  sec.  14. 

6  See  ante  sec.  7. 

7  Companies  act,  1900,  sec.  12. 
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The  statement  so  made  shall  show,  arranged  under  the  most  convenient  heads,  the 
amount  of  gross  income,  distinguishing  the  several  sources  from  which  it  has  been 
derived,  and  the  amount  of  gross  expenditure,  distinguishing  the  expense  of  the 
establishment,  salaries,  and  other  like  matters;  every  item  of  expenditure  fairly 
chargeable  against  the  year's  income  shall  be  brought  into  account,  so  that  a  just, 
balance  of  profit  and  loss  may  be  laid  before  the  meeting,  and  in  cases  where  any 
item  of  expenditure  which  may  in  fairness  be  distributed  over  several  years  has 
l>een  incurred  in  any  one  year  the  whole  amount  of  such  item  shall  be  stated,  with 
the  addition  of  the  reasons  why  only  a  portion  of  such  expenditure  is  charged 
against  the  income  of  the  year. 

SEC.  48.  Balance  sheet. — A  balance  sheet  shall  be  made  out  in  every  year  and  laid 
before  the  company  in  general  meeting  and  such  balance  sheet  shall  contain  a  sum- 
mary of  the  property  and  liabilities  of  the  company  arranged  under  the  heads  appear- 
ing in  the  form  annexed  to  this  table,  or  as  near  thereto  as  circumstances  admit. 

SEC.  49.  Balance  sheet  served  on  members. — A  printed  copy  of  such  balance  sheet 
shall,  7  days  previous  to  such  meeting,  be  served  on  every  member  in  the  manner  in 
which  notices  are  hereinafter  directed  to  be  served.  This  may  be  changed.1 

SKC.  50.  Reports  to  be  credited. — Every  auditor  of  a  company  (who  shall  be  neither 
a  director  nor  an  officer  of  the  company)  shall  have  a  right  of  access  at  all  times  to 
the  books  and  accounts  and  vouchers  of  the  company,  and  shall  be  entitled  to  require 
from  the  directors  and  officers  of  the  company  such  information  and  explanation  as 
may  be  necessary  for  the  performance  of  the  duties  of  the  auditors,  and  the  auditors 
shall  sign  a  certificate  at  the  foot  of  the  balance  sheet  stating  whether  or  not  all  their 
requirements  as  auditors  have  been  complied  with,  and  shall  make  a  report  to  the 
shareholders  on  the  accounts  examined  by  them  and  on  every  balance  sheet  laid 
before  the  company  in  general  meeting  during  their  tenure  of  office;  and  in  every  such 
report  shall  state  whether,  in  their  opinion,  the  balance  sheet  referred  to  in  the 
report  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of 
the  company's  affairs  as  shown  by  the  books  of  the  company  and  such  report  shall 
be  read  before  the  company  in  general  meeting.* 

SEC.  51.  Copies  of  memorandum  and  resolutions  for  members. — The  company  must 
supply  to  members  on  demand  printed  copies  of  its  memorandum  and  articles,  and 
of  any  special  resolutions;  and  for  failure  to  do  so  the  company  shall  incur  a  penalty 
not  to  exceed  £1  for  each  offense.3 

SKC.  52.  .\oticf  of  meeting  to  be  given  to  members. — In  the  case  of  companies  limited 
by  shares,  at  least  7  days'  notice  of  a  general  meeting  must  lie  given  members.  This 
imt  ict-  must  specify  the  place,  the  day,  and  the  hour  of  meeting,  and  in  case  of  special 
1  msiness  the  general  nature  of  that  business.  This  rule  can  be  changed  by  the  articles 
of  association  or  an  amendment  thereto.4 

L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  AND  OVER- 
SIGHT OF  BUSINESS. 

SKI.  53.  Account*  tn  hr  krpt. — The  directors  shall  cause  true  accounts  to  be  kept — 

( )f  the  stock  in  trade  of  the  company; 

<  >f  the  sums  of  money  received  and  expended  by  the  company,  and  the  matter  in 
n-pcct  <>f  which  such  receipt  and  expenditure  took  place;  and, 

( if  the  credits  an<l  liabilities  of  the  company. 

SKC.  54.  IHi/lit  <>f  xtni-kliohler  to  in*]>ect  <!<;;, ,i,,tx. — The  books  of  account  shall  be  kept 
at  the  registered  office  of  the  company,  and,  subject  to  any  reasonable  restrictions  as 

to  the  time  and  manner  of  inspect  ii  it:  the  same  that  may  !*>  imposed  by  the  < ijtany 

in  general  meeting,  shall  be  open  to  the  inspection  of  the  members  during  the  hours 
of  business."1  Above  applies  only  to  comimmes  limited  by  shares  and  may  be  changed 
by  the  articles  of  association.' 

SKC.  55.  A'.///.--//  r  nf  in>'nil>rr*. — Every  company  under  this  act  shall  cause  to  be  kept 
in  one  or  more  txxjks  a  register  of  its  members,  and  there  shall  be  entered  therein 
the  following  particulars: 

(1)  The  names  and  addresses,  and  the  occupations,  if  any,  of  the  members  of  the 
company,  with  the  addition,  in  the  case  of  a  company  havinir  a  capital  divided  into 
shares,  of  a  statement  of  the  shares  held  by  each  meiiilx>r,  distinguishing  each  share 
by  its  numl>er;  and  the  amount  paid  or  agreed  to  be  considered  as  paid  on  the  shares 
of  each  member. 

» See  ante,  sees.  41  and  43;  Companies  act,  1W2,  Sch.  I,  Table  A.  arta.  79-82. 

*Com|mniesact,  1900,  we.  •_>::. 

»Comp!inir-  act.  l^.-J.  «•<>.  1'Jiind  M. 

«S<v  initr  M'i-s.  II  iiml  »:i:   the' coinpani.- ;i<-t.  Ivij.  ><-h.  I,  Table  A,  art. 35. 

•'M'oiiipiiiiu-siK-t,  IN.J,  Sch.  I.  Table  A.  urt.78. 

•  See  ante  sees.  41  and  43. 
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(2)  The  date  at  which  the  name  of  any  person  was  entered  in  the  register  as  a 
meml>er. 

(3)  The  date  at  which  any  person  ceased  to  be  a  member. 

And  any  company  acting  in. contravention  of  this  section  shall  incur  a  penalty  not 
exceeding  £5  for  every  day  during  which  its  default  with  complying  with  the  pro- 
visions of  this  section  continues,  and  every  director  or  manager  of  the  company  who 
shall  knowingly  and  willfully  authorize  or  permit  such  contravention  of  this  section 
shall  incur  a  penalty  not  exceeding  £5  for  every  day  during  which  its  default  with 
complying  with  the  provisions  of  this  section  continues,  and  every  director  or  mana- 
ger of  the  company  who  shall  knowingly  and  willfully  authorize  or  permit  such  con- 
travention shall  incur  like  penalty.1 

SEC.  56.  Register  of  members  to  be  kept  at  registered  office  and  to  be  open  to  inspection, 
by  members. — The  register  of  members,  commencing  from  the  date  of  the  registration 
of  the  company,  shall  be  kept  at  the  registered  office  of  the  company  hereinafter 
mentioned.  Except  when  closed  as  hereinafter  mentioned,2  it  shall,  during  business 
hours,  but  subject  to  such  restrictions  as  the  company  in  general  meeting  may 
impose,  so  that  not  less  than  2  hours  in  each  day  be  appointed  for  inspection, 
be  open  to  the  inspection  of  any  member  gratis,  and  to  the  inspection  of  any  other 
person  on  the  payment  of  1  shilling,  or  such  less  sum  as  the  company  may  pre- 
scribe for  each  inspection,  and  every  such  member  or  other  person  may  require  a 
copy  of  such  register  or  any  part  thereof,  or  of  such  list  or  summary  of  members  as 
is  hereinbefore  mentioned,  on  payment  of  6  pence  for  every  100  words  required 
to  be  copied;  if  such  inspection  or  copy  is  refused  the  company  shall  incur  for  each 
refusal  a  penalty  not  exceeding  £2,  and  a  further  penalty  not  exceeding  £2  for  every 
day  during  which  such  refusal  continues,  and  every  director  and  manager  of  the 
company  who  shall  knowingly  authorize  or  permit  such  refusal  shall  incur  the  like 
penalty;  and  in  addition  to  the  above  penalty  as  respects  companies  registered  in 
England  and  Ireland,  any  judge  sitting  in  chambers  or  the  vice- warden  of  the  stan- 
naries, in  the  case  of  companies  subject  to  his  jurisdiction,  may  by  order  compel  an 
immediate  inspection  of  the  register.3 

SEC.  57.  Books  may  If  closed  30  days  each  year. — Any  company  under  this  act  may, 
upon  giving  notice  by  advertisement  in  some  newspaper  circulating  in  the  district 
in  which  the  registered  office  of  the  company  is  situated,  close  the  register  of  members 
for  any  time  or  times  not  exceeding  in  the  whole  30  days  in  each  year.* 

SEC.  58.  Remedy  for  improper  entry  or  omission  in  register. — If  the  name  of  any 
person  is  without  sufficient  cause  entered  in  or  omitted  from  the  register  of 
members  of  any  company  under  this  act,  or  if  default  is  made  or  unnecessary 
delay  takes  place  in  entering  on  the  register  the  fact  of  any  person  having  ceased 
to  be  a  member  of  the  company,  the  person  or  member  aggrieved,  or  any  member 
of  the  company,  or  the  company  itself,  may,  as  respects  companies  registered  in 
England  and  Ireland,  by  motion  in  any  of  Her  Majesty's  superior  courts  of  law  or 
equity  or  by  an  application  to  a  judge  sitting  in  chambers,  or  to  the  vice-warden  of 
the  stannaries  in  the  case  of  companies  subject  to  his  jurisdiction  apply  for  an 
order  of  the  court  that  the  register  may  be  rectified  and  the  court  may  either  refuse 
such  application,  with  or  without  costs,  to  be  paid  by  the  applicant,  or  it  may, 
if  satisfied  with  the  justice  of  the  case,  make  an  order  for  the  rectification  of  the 
register,  and  may  direct  the  company  to  pay  all  the  costs  of  such  motion,  application, 
or  petition,  and  any  damages  the  party  aggrieved  may  have  sustained.  The  court 
may  in  any  proceeding  under  this  section  decide  on  any  question  relating  to  the  title 
of  any^  person  who  is  a  party  to  such  proceeding  to  have  his  name  entered  in  or 
omitted  from  the  register,  whether  such  question  arises  between  two  or  more  mem- 
bers, or  alleged  members,  or  between  any  members  or  alleged  members  and  the 
company,  and  generally  the  court  may  in  any  such  proceeding  decide  any  question 
that  it  may  be  necessary  or  expedient  to  decide  for  the  rectification  of  the  register.5 

SEC.  59.  Register  of  mortgages  to  be  kept. — Every  limited  company  under  this  act 
shall  keep  a  register  of  all  mortgages  and  charges  specifically  affecting  property  of 
the  company,  and  shall  enter  in  such  register  in  respect  to  each  mortgage  or  charge 
a  short  description  of  the  property  mortgaged  or  charged,  the  amount  of  charge 
created,  and  the  names  of  the  mortgagees  or  persons  entitled  to  such  charge.  If  any 
part  of  the  property  is  mortgaged  or  charged  without  such  entry  as  aforesaid  being 
made,  every  director,  manager,  or  other  officer  who  knowingly  and  willfully  author- 
izes or  permits  the  omission  of  such  entry  shall  incur  a  penalty  not  exceeding  £50. 
The  said  register  of  mortgages  shall  be  open  to  inspection  by  any  creditor  or  member 

1  Companies  act,  1862,  sec.  25. 

2  See  sec.  67. 

3  Companies  act,  1862,  sec.  32. 
*  Companies  act,  1862,  sec.  33. 
6  Companies  act,  1862,  sec.  36. 
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of  the  company  at  all  reasonable  times,  and  if  such  inspection  is  refused,  any  officer 
of  the  company  refusing  the  same,  and  every  director  and  manager  of  the  company 
authorizing  or  knowingly  and  willfully  permitting  such  refusal,  shall  incur  a  penalty 
IK  >t  exceeding  £5,  and  a  further  penalty  not  exceeding  £2  for  every  day  during  which 
such  refusal  continues,  and  in  addition  to  the  above  penalty  the  court  may  by  order 
compel  an  immediate  inspection  of  the  register.1 

SEC.  60.  Extraordinary  general  meeting.  —  Notwithstanding  anything  in  any  regula- 
tic  .us  of  a  company,  the  directors  of  a  company  shall,  on  the  requisition  of  the  holders 
of  not  less  than  one-tenth  of  the  issued  capital  of  the  company  upon  which  all  calls 
or  other  sums  then  due  have  been  paid,  forthwith  proceed  to  convene  an  extraordi- 
nary general  meeting  of  the  company.1 

M.  —  METHODS  OF  TAXATION  OF  CORPORATIONS. 

SEC\  61.  Stamps.  —  Articles  of  association,  contracts  for  sale  of  shares,  letters  of  allot- 
ment, mortgages  of  shares,  proxy  papers,  scrip  certificates,  transfers  c  f  shares,  insur- 
ance policies,  and  other  papers  used  by  corporations  must  be  stamped. 

SKC.  62.  Income  tax.  —  The  treasurer  of  a  company  must  make  out  a  list  of  the  income 
of  the  company,  and  deliver  it  to  the  assessor  of  taxes,  and  the  income  as  thus  ascer- 
tained is  taxed/' 

N.  —  SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

SKI  .  «;.;.  Board  of  trade.  —  The  board  of  trade  in  England  is  one  of  the  administra- 
tive departments  of  government,  being  a  committee  of  the  privy  council  which  is 
appointed  for  the  consideration  of  matters  relating  to  trade.  The  president  of  the 
board  of  trade,  its  real  executive  officer,  is  a  member  of  the  cabinet  with  an  official 
salary  of  £2,000.  The  rules  made  by  this  board  within  the  scope  of  its  authority 
have  the  force  of  law. 

SEC.  64.  Registrars  appointed.  —  The  board  of  trade  may  from  time  to  time  appoint 
such  registrars  and  clerks  as  they  may  think  necessary  for  the  registration  of  com- 
panies. The  board  of  trade  may  make  such  regulations  as  they  think  fit  with  respect 
to  the  duties  to  be  performed  by  such  registrars  aforesaid. 

i'liti/i,-  i,  mil  inspi-H  records  of  registrar.  —  Every  person  may  inspect  the  documents 
kept  by  the  registrar  of  joint  stock  companies,  upon  the  payment  of  a  fee  to  be  fixed 
!>y  the  board  of  trade.  Numerous  certificates  and  reports  must  be  filed  by  each  com- 
pqny  with  the  registrar  of  companies.4 

SEC-.  65.  Examination  of  affairs  of  company  by  inspectors.  —  The  board  of  trade  may 
appoint  one  or  more  competent  inspectors  to  examine  into  the  affairs  of  any  company 
under  this  act,  and  to  report  thereon,  in  such  manner  as  the  board  may  direct,  upon 
the  applications  following: 

(1)  Banking  company  u-ith  capital  divided  into  shares.  —  In  case  of  a  banking  com- 
pany that  has  a  capital  divided  into  shares,  upon  the  application  of  members  holding 
in  >t  less  than  one-third  part  of  the  whole  shares  of  the  company  for  the  time  being 


(2)  Otln-r  tli'in  lnt  i/kiny  companies  Imr,  m/iit,//  »/iY/V.v/  into  shares.  —  In  the  case  of  any 
other  than  a  banking  company  that  has  a  capital  divided  into  shares,  upon  the  appli- 
cation of  members  holding  not  less  than  one-fifth  part  of  the  whole  shares  of  the 
company  for  the  time  being  issued. 

(3)  Company  not  lini-in;/  it*  <-<ipitnl  tllridt't?  into  shares.  —  In  the  case  of  any  company 
not  having  a  capital  divided  into  shares,  and  upon  the  application  of  members  In-ing 
in  number  not  less  than  one-fifth  of  the  whole  number  of  persons  for  the  time  being 
entered  on  the  register  of  the  company  as  members. 

SK<  .  lit).  .\i>p/ii-'ition  to  be  supported  by  eridence  —  Board  may  require  applicants  to  give 
x,  en  rili/.  —  The  application  shall  be  supported  by  such  evidence  as  the  board  of  trade 
may  require  for  the  purpose  of  showing  that  the  applicants  have  good  reason  for 
requiring  such  investigation  to  ln>  made,  and  that  they  are  not  actuated  by  mali- 
cious motives  in  instituting  the  same;  the  board  of  trade  may  also  require  the  appli- 
cants to  give  security  for  the  payment  of  the  costs  of  the  inquiry  before  appointing 
any  inspector  or  inspectors. 

SKI  .  '17.  Iii*i>n-tl>,n  <>f  lionkx  —  Ojlii-i  ,:*•  •  t:i;i,iiiiii->l  under  oath.  —  It  shall  be  the  duty  of 
all  officers  or  agents  of  the  company  to  produce  for  the  examination  of  the  inspectors 
all  books  ami  documents  in  their  custody  or  power.  Any  inspector  may  examine 

1  Companies  net.  1N52,  sec.  43. 

iCompaniee  act.  1'JOO,  sec.  13. 

:t.=>  and  fi  Vic.,  cli.  :r>.  sees.  40,  44,  and  54,  and  42-43  Vic.,  ch.  '.'I.  sec.  18. 

'Companies  act.  l>t.J.  see.  174.    See  ante,  sees.  2,  32,  34,  35,  36,  3S-40,  42,  44,  and  post,  sees.  70  and  77. 
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upon  oath  the  officers  and  agents  of  the  company  in  relation  to  its  business  and 
may  administer  such  oath  accordingly.  If  any  officer  or  agent  refuses  to  produce 
any  book  or  document  hereinby  directed  to  be  produced,  or  to  answer  any  question 
relating  to  the  affairs  of  the  company,  he  shall  incur  a  penalty  not  exceeding  £5  in 
respect  of  each  offense. 

SEC.  68.  Result  of  examination  made  known  to  board  and  members  of  company. — Upon 
the  conclusion  of  the  examination  the  inspectors  shall  report  their  opinion  to  the 
board  of  trade.  A  copy  shall  be  forwarded  by  the  board  of  trade  to  the  registered 
office  of  the  company,  and  a  further  report  shall,  upon  the  request  of  the  members 
upon  whose  application  the  inspection  was  made,  be  delivered  to  them  or  to  any  one 
or  more  of  them.1 

SEC.  69.  Statements  by  insurance  and  other  companies. — Every  limited  banking  com- 
pany and  every  insurance  company  and  deposit,  provident,  or  benefit  society  under 
this  act  shall,  before  itcommences  business  and  also  on  the  first  Monday  in  February 
and  the  first  Monday  in  August  in  every  year  during  which  it  carries  on  business,  make 
a  statement  in  the  following  form: 

Form  of  statement. — The  capital  of  the  company  is  divided  into shares  of  — 

each.     The  number  of  shares  issued  is .     Calls  to  the  amount  of pounds  per 

share  have  been  made,  under  which  the  sum  of pounds  has  been  received. 

The  liabilities  of  the  company  on  the  1st  day  of  January  (or  July)  were: 

Debts  owing  to  sundry  persons  by  the  company — 

On  judgment, . 

On  specialties, . 

On  notes  or  bills, 


On  simple  contracts, 

On  estimated  liabilities, 


The  assets  of  the  company  on  that  day  were — 
Government  securities  (stating  them) , 


Bills  of  exchange  and  promissory  notes, . 

Cash  at  the  bankers, . 

Other  securities, . 

Or  as  near  thereto  as  circumstances  will  admit,  and  a  copy  of  such  statement  shall 
be  put  up  in  a  conspicuous  place  in  the  registered  office  of  the  company,  and  in  every 
branch  office  or  place  where  the  business  of  the  company  is  carried  on,  and  if  default 
is  made  in  compliance  with  the  provisions  of  this  section,  the  company  shall  be  liable 
to  a  penalty  not  exceeding  £5  for  every  day  during  which  such  default  continues, 
and  every  director  and  manager  of  the  company  who  shall  knowingly  and  willfully 
authorize  or  permit  such  default  shall  incur  the  like  penalty. 

Every  member  and  every  creditor  of  any  company  mentioned  in  this  section  shall 
be  entitled  to  a  copy  of  the  above-mentioned  statement  on  payment  of  a  sum  not 
exceeding  6  pence.2 

SEC.  70.  Register  of  directors  and  managers. — Every  company  under  this  act  and  not 
having  a  capital  divided  into  shares  shall  keep  at  its  registered  office  a  register  con- 
taining the  names  and  addresses  and  occupations  of  its  directors  or  managers,  and 
shall  send  to  the  registrar  of  joint  stock  companies  a  copy  of  such  register,  and  shall 
from  time  to  time  notify  the  registrar  of  any  change  that  takes  place  in  such  directors 
or  managers. 

SEC.  71.  For  violation  of  the  above  provision  a  penalty  is  imposed  of  not  more  than 
£5  for  each  day,  and  each  director  or  manager  is  liable  for  the  same.8 

O. — SPECIAL  LAWS  REGARDING  MONOPOLIES. 

SEC.  72.  Amalgamation  of  insurance  companies. — When  it  is  intended  to  amalgamate 
two  or  more  (life  insurance)  companies,  or  to  transfer  the  life  assurance  business  of 
one  company  to  another,  the  directors  of  any  one  or  more  of  such  companies  may 
apply  to  the  court,  by  petition,  to  sanction  the  proposed  arrangement,  notice  of  such 
application  being  published  in  the  Gazette,  and  the  court,  after  hearing  the  directors 
and  other  persons  whom  it  considers  entitled  to  be  heard  upon  the  petition,  may 
confirm  the  same  if  it  is  satisfied  that  no  sufficient  objection  to  the  arrangement  has 
been  established. 

SEC.  73.  Notice  to  policy  holders — Contract  open  to  inspection. — Before  any  such  appli- 
cation is  made  to  the  court  a  statement  of  the  nature  of  the  amalgamation  or 
transfer,  as  the  case  may  be,  together  with  an  abstract  containing  the  material  facts 
embodied  in  the  agreement  or  deed  under  which  such  amalgamation  or  transfer  is 

1  Companies  act,  1862,  sees.  56  to  59. 

2  Companies  act,  1862,  sec.  44. 

3  Coir  panics  act,  1862,  sees,  45  and  46  as  amended  by  companies  act,  1900, 
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proposed  to  be  effected  and  copies  of  the  actuarial  or  other  reports  upon  which  such 
agreement  or  deed  is  founded  shall  be  forwarded  to  each  policy  holder  of  each  com- 
pany in  case  of  amalgamation  or  to  each  policy  holder  of  the  transferred  company  in 
case  of  transfer;  and  the  agreement  or  deed  under  which  such  amalgamation  or  trans- 
fer is  effected  shall  be  open  for  the  inspection  of  the  policy  holders  and  share  holders 
at  the  office  or  offices  of  the  company  or  companies  for  a  period  of  15  days  after  the 
issuing  of  the  abstract  herein  provided. 

SEC.  74.  When  court  uill  not  sanction  arrangement. — The  court  shall  not  sanction  any 
amalgamation  or  transfer  in  any  case  in  which  it  appears  to  the  court  that  policy 
holders  representing  one-tenth  or  more  of  the  total  amount  assured  in  any  company 
which  is  proposed  to  amalgamate  or  in  any  company  the  business  of  which  it  is  pro- 
posed to  transfer  dissent  from  such  amalgamation  or  transfer. 

SBC.  75.  Sanction  of  court  necessary. — No  company  shall  amalgamate  with  another 
or  transfer  its  business  to  another  unless  such  amalgamation  or  transfer  is  confirmed 
by  the  court  in  accordance  with  this  section:  Provided,  always,  That  this  section  shall 
not  apply  in  any  case  in  which  the  business  of  any  company  which  is  sought  to  be 
amalgamated  or  transferred  does  not  comprise  the  business  of  life  assurance.1 

SKC.  76.  Report  of  assets  and  liabilities  to  board  of  trade. — When  an  amalgamation 
takes  place  between  any  companies,  or  when  the  business  of  one  company  is  trans- 
ferred to  another  company,  the  combined  company  or  purchasing  company,  as  the 
case  may  be,  shall,  within  10  days  from  the  date  of  the  completion  of  the  amalgama- 
tion or  transfer,  deposit  with  the  board  of  trade  certified  copies  of  statements  of  the 
assets  and  liabilities  of  the  companies  concerned  in  such  amalgamation  or  transfer, 
together  with  a  statement  of  the  nature  and  terms  of  the  amalgamation  or  transfer, 
and  a  certified  copy  of  the  agreement  or  deed  under  which  such  amalgamation  or 
transfer  is  effected,  and  certified  copies  of  the  actuarial  or  other  reports  upon  which 
such  agreement  or  deed  is  founded,  and  the  statement  and  agreement  or  deed  of 
amalgamation  or  transfer  shall  be  accompanied  by  a  declaration  under  the  hand  of 
the  chairman  of  each  company  and  the  principal  managing  officer  of  each  company 
that  to  the  best  of  their  belief  every  payment  made  or  to  be  made  to  any  person 
whatsoever  on  account  of  the  said  amalgamation  or  transfer  is  therein  fully  set  forth, 
and  that  no  other  payment  beyond  those  set  forth  have  been  made,  or  are  to  be 
made,  either  in  money,  policies,  bonds,  valuable  securities,  or  other  property  by  or 
with  the  knowledge  of  any  parties  to  the  said  amalgamation  or  transfer.* 

SEC.  77.  Documents  kept  by  registrar  and  open  to  inspection. — The  board  of  trade  may 
direct  any  printed  or  other  document  required  by  this  act,  or  certified  copies  thereof, 
to  be  kept  by  the  registrar  of  joint  stock  companies  or  other  officer  of  the  board  of 
trade,  and  any  person  may,  on  payment  of  such  fees  as  the  board  of  trade  may  direct, 
inspect  the  same  at  his  office  and  procure  copies  thereof.8 

SEC.  78.  Penaly  for  default. — Every  company  which  makes  default  in  complying 
with  the  requirements  of  this  act  shall  be  liable  to  a  penalty  not  exceeding  £50  for 
every  day  during  which  the  default  continues;  and  if  default  continues  during  a 
period  of  3  months  after  notice  of  default  by  the  board  of  trade,  which  notice  shall 
be  published  in  one  or  more  newspapers  as  the  board  of  trade  may  direct,  and  after 
such  publication  the  court  may  order  the  winding  up  of  the  company  upon  the  appli- 
catii'ii  of  one  or  more  policy  holders  or  share  holders.* 

SEC.  79.  Parliament  to  have  abstract  of  reports. — The  board  of  trade  shall  lay  annu- 
ally before  Parliament  the  statements  and  abstracts  of  reports  deposited  with  them 
under  this  act  during  the  preceding  year.* 

1  Life  assurance  companies  act,  1870,  sec.  14. 

*  Life  assurance  companjes  act,  1870,  sec.  16. 

*  Life  assurance  companies  act,  1870,  sec.  16. 

*  Life  assurance  companies  act,  1870,  sec.  18. 
:  Life  assurance  companies  act,  1870,  sec.  24. 
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BRITISH    COLONIES. 

CANADA. 
A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

1.  Capital  of  loan  company. — In  case  of  a  loan  company  the  amount  of  capital  shall 
not  be  less  than  $100, 000. l 

2.  Stock  taken  and  amount  paid  at  organization. — The  stock  taken  at  the  organization 
of  the  company  must  equal  at  least  one-half  the  capital  stock,  and  at  least  10  per  cent 
must  be  paid  on  such  stock,  and  in  case  of  a  loan  company  not  less  than  $100,000. 2 

3.  Shares  issued  for  or  subject  to  par  in  cash,  exceptions. — Every  share  in  the  company 
shall  be  deemed  to  have  been  issued  and  be  held  subject  to  the  payment  of  the  whole 
amount  thereof  in  cash,  subject  to  the  two  following  exceptions: 

(1)  Part  payment  in  real  estate  at  organization. — In  case  the  object  of   the  com- 
pany is  one  requiring  it  should  own  real  estate,  any  portion  not  exceeding  one-half 
of  such  aggregate  may  be  taken  as  paid  in  if  it  is  bona  fide  invested  in  real  estate 
suitable  to  such  object,  and  such  real  estate  is  by  a  valid  and  sufficient  registered 

Irril  duly  held  by  two  or  more  trustees  for  the  company,  and  the  applicants  shall 
establish  the  fact  by  oath,  affirmation,  or  declaration  that  such  real  estate  is  of  the 
required  value  over  and  above  all  encumbrances  thereon. 

(2)  Shares  issued  on  special  contract. — The  general  rule  can  be  changed  by  a  contract 
(a)  in  writing  and  (b)  filed  with  the  secretary  of  state  at  or  before  the  issue  of  such 
shares. 

4.  Catting  in  of  money  unpaid  on  shares. — The  directors  may,  from  time  to  time, 
make  such  calls  upon  the  shareholders  in  respect  to  all  moneys  unpaid  upon  their 
respective  shares  as  they  think  fit,  at  such  times  and  places  and  in  such  payments  or 
installments  as  the  charter,  or  this  act,  or  the  by-laws  of  the  company  require  or 
allow.3 

5.  Interest  on  calls  overdue. — If  a  shareholder  fails  to  pay  any  call  due  by  him  he 
shall  be  liable  to  pay  intcivst  on  the  same  for  the  time  it  remains  unpaid.4 

6.  Payment  in  advance,  on  share* — Interest  may  be  allowed. — The  directors  may  receive 
from  any  shareholder  willing  to  advance  the  same  any  part  of  the  amount  due  on 
the  shares  held  by  him  beyond  the  sums  then  called  for,  and  upon  the  moneys  so 
paid  in  advance  the  company  may  pay  interest.5 

7.  Forfeiture  of  shares  for  nonpayment  of  calls — Liability  of  holder  continues. — If,  after 
such  demand  or  notice  as  is  prescribed  by  the  letters  patent  or  by  the  by-laws  of  the 
company,  any  call  made  upon  any  share  is  not  paid  within  such  time  as  by  such  let- 
t.  is  patent  or  the  by-laws  is  limited  in  that  behalf,  the  directors,  in  their  discretion, 
by  vote  to  that  effect  duly  recorded  in  their  minutes,  may  summarily  declare  for- 
feited any-shares  whereon  such  payment  is  not  made,  and  the  same  shall  thereupon 
become  the  property  of  the  company;  but,  notwithstanding  such  forfeiture,  the 
holder  of  the  shares  at  the  time  of  the  forfeiture  shall  remain  liable  to  the  then  cred- 
itors of  the  company  for  the  full  amount  unpaid  on  such  shares.8 

8.  Ptii/iiH  /it  <>f  calls  enforced  by  action — The  directors  may,  if  they  see  fit,  instead  of 
declaring  forfeited  any  share  or  shares,  enforce  payment  of  all  calls  and  interest 
thereon.' 

>  Companies  act,  sec.  4,  snbd.  (d). 
*  Com  panics  act,  sec.  5,  subds.  3  and  4. 
'Companies  aet,  sec.  38. 
••Companies  act.  six;.  39. 
B  Companies  act.  sec.  40. 
•Companies  act,  sec.  41. 
7  Companies  act,  sec.  42. 
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9.  Capital  may  be  increased  or  reduced  as  follows: 

(1.)  Increase  of  capital. — The  directors  may  at  any  time  after  all  the  capital  stock 
has  been  taken  up,  and  50  per  cent  thereon  paid  in,  make  a  by-law  for  increasing 
the  capital  stock  of  the  company  to  any  amount  they  deem  necessary  to  carry  out 
the  object  of  the  company.1 

(2.)  Reduction  of  capital. — The  directors  may  at  any  time  make  a  by-law  for  the 
reduction  of  the  capital  stock  of  the  company  to  any  amount  sufficient  for  the  due 
carrying  out  of  the  undertaking  of  the  company;  but  the  capital  of  a  loan  com- 
pany shall  not  be  reduced  to  less  than  $100,000.2 

(3. )  Approval  of  shareholders,  and  supplementary  charter. — No  by-law  for  the  increas- 
ing or  reducing  capital  stock  shall  have  any  force  until  it  is  approved  by  the  votes  of 
shareholders  representing  at  least  two-thirds  in  value  of  all  the  subscribed  stock  of 
the  company,  at  a  special  general  meeting  of  the  company,  duly  called  for  considering 
the  same,  and  afterwards  confirmed  by  supplementary  letters  patent.3 

(4.)  Secretary  of  state  to  be  satisfied  as  to  expediency  and  good  faith. — The  secretary  of 
state  shall  grant  the  necessary  supplementary  charter  on  being  satisfied  as  to  the  regu- 
larityof  the  proceedings-  and  the  expediency  and  good  faith  of  the  increase  or  reduc- 
tion.4 

(5.)  Public  notice  to  be  given. — Notice  of  the  increase  or  reduction  of  capital  shall  be 
forthwith  given  by  the  secretary  of  state  in  the  Canada  Gazette.5 

(6.)  Claims  not  affected  by  reduction  of  capital. — The  liability  of  shareholders  to  per- 
sons who  were,  at  the  time  of  the  reduction  of  the  capital,  creditors  of  the  company, 
shall  remain  the  same  as  if  the  capital  had  not  been  reduced.6 

B. — METHODS  OF  PROMOTING  AND  LIABILITY  OP  PROMOTERS. 

1.  Charter  may  be  granted  to  whom,  by  whom,  for  what  purpose,  and  upon  what  notive. — 
A  charter  may  be  granted  (1 )  to  any  number  of  persons  not  less  than  five,  (2)  by  the 
governor  in  council,  (3)  for  any  purpose  except  banking,  insurance,  and  building  and 
working  of  railways.7     (4)  The  applicants  for  such  charter  shall  give  at  least  one 
month's  previous  notice  to  the  Canada  Gazette  of  their  intention  to  apply  for  the 
same,  stating  therein — 

(a)  The  proposed  corporate  name  of  the  company,  which  shall  not  be  on  public 
grounds  objectionable. 

(6)  The  purpose  for  which  its  incorporation  is  sought. 

(e)  The  place  within  Canada  which  is  to  be  its  chief  place  of  business. 

(d)  The  proposed  amount  of  its  capital  stock. 

(e)  The  number  of  shares  and  amount  of  each  share. 

(/)  The  names,  address,  and  calling  of  each  applicant,  and  special  mention  of  those 
who  are  to  be  the  first  or  provisional  directors  of  the  company,  and  the  majority  of 
whom  shall  be  residents  of  Canada.8 

2.  Petition  for  charter  to  show  stock  taken,  amount  paid,  manner  of  payment. — The  peti- 
tion for  a  charter  shall  state  the  facts  set  forth  in  the  notice  and  (1)  the  amount  of 
stock  taken  by  each  applicant,  (2)  the  amount  paid  in  upon  the  stock  of  each  appli- 
cant, (3)  and* the  manner  in  which  the  same  has  been  paid  in  and  is  held  for  the 
company.9 

3.  Amount  of  stock  required  to  be  taken. — The  aggregate  of  the  stock  so  taken  shall  be 
at  least  one-half  of  the  proposed  capital  stock  of  the  company. 

\  4.  Amount  required  to  be  paid  in. — The  aggregate  so  paid  in  thereon  shall,  if  the 
company  is  not  a  loan  company,  be  at  least  10  per  cent  of  the  stock  so  taken;  if  the 
company  is  a  loan  company  the  aggregate  so  paid  in  of  the  stock  so  taken  shall  lie  at 
least  10  per  cent  thereof  and  shall  not  be  less  than  $100,000. 

5.  Disposal  of  amount  paid  up  by  promoters. — Such  aggregate  shall  be  deposited  to 
the  credit  of  the  receiver-general  of  Canada,  and  shall  be  standing  at  such  credit  in 
some  chartered  bank  in  Canada,  and  the  applicants  shall,  with  their  petition,  pro- 
duce the  deposit  receipt  for  such  amount  so  deposited. 

6.  Return  of  amount  to  company  or  promoters. — At  any  time  after  the  signing  of  let- 
ters patent  incorporating  the  applicants  as  a  company,  the  said  aggregate  may  be 
returned  to  and  for  the  sole  use  of  the  company,  or  in  case  of  failure  to  incorporate, 


1  Companies  act,  sec.  18. 

2  Companies  act,  sec.  19. 
8  Companies  act,  sec.  20. 
*  Com  panics  act,  sec.  21. 
6  Companies  act,  sec.  22. 

6  Companies  act,  sec.  19,  subd. ; 

7  Companies  act,  sec.  3. 

8  Companies  act,  sec.  4. 

9  Companies  act  ,sce.  5. 
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the  applicants  who  have  paid  in  the  same,  under  regulations  from  time  to  time  made 
by  the  governor  in  council.1 

7.  Portion  represented  by  real  estate.— In  case  the  object  of  the  company  is  one  requir- 
ing it  should  own  real  estate,  any  portion  not  exceeding  one-half  of  such  aggregate 
rnav  be  taken  as  paid  in  if  it  is  bona  fide  invested  in  real  estate  suitable  to  such  object, 
and  such  real  estate  is,  by  a  valid  registered  deed,  duly  held  by  two  or  more  trustees 
for  the  company,  and  the  applicants  shall  establish  the  fact  by  oath,  affirmation,  or 
declaration  that  such  real  estate  is  of  the  required  value  over  and  above  all  incum- 
brances  thereon.1 

8.  Prospectus  must  specify  certain  contracts. — Every  prospectus  or  notice  inviting 
persons  to  subscribe  for  shares  in  the  company  shall  specify  the  date  and  the  names 
of  persons  to  any  contract  entered  into  by  the  company  or"  the  promoters,  directors, 
or  trustees  thereof,  before  the  issue  of  such  prospectus  or  notice, whether  subject  to 
adoption  by  the  directors  or  otherwise.* 

9.  Promoters  and  officers  liable  for  defective  prospectus. — Every  prospectus  or  notice 
whioh  does  not  specify  the  facts  above  mentioned  with  respect  to  any  person  who 
takes  shares  in  the  company  on  the  faith  of  such  prospectus  or  notice,  and  who  has 
not  had  notice  of  such  contract,  shall  be  deemed  fraudulent  on  the  part  of  the  pro- 
moters, directors,  and  officers  of  the  company  who  knowingly  issue  such  prospectus 
or  notice.2 

C. — LIABILITY  OF  STOCKHOLDEHS. 

1.  For  amount  unpaid  on  shares. — Eyerv  shareholder,  until  the  whole  amount  of  his 
shares  has  been  paid  up,  shall  be  individually  liable  to  the  creditors  of  the  company 
to  an  amount  equal  to  that  not  paid  thereon;  but  he  shall  not  be  liable  to  an  action 
therefor  by  any  creditor  until  an  execution  at  the  suit  of  such  creditor  against  the 
company  has  been  returned  unsatisfied  in  whole  or  in  part.8 

2.  Liability  limited. — No  shareholder  shall  be  liable  for  an  amount  exceeding  that 
remaining  unpaid  on  his  shares.* 

3.  Liability  to  creditors  not  affected  by  reduction  of  capital. — The  liability  of  share- 
holders to  persons  who  were,  at  the  time  of  the  reduction  of  the  capital,  creditors  of 
the  company  shall  remain  the  same  as  if  the  capital  had  not  been  reduced.* 

4.  Liability  does  not  cease  on  forfeiture  of  shares. — Where  a  shareholder  forfeits  his 
stock  for  failure  to  pay  calls  he  continues  liable  to  the  then  creditors  of  the  company 
for  the  full  amount  unpaid  on  such  shares  at  the  time  of  forfeiture.6 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

1.  Failure  to  keep  proper  books  a  misdemeanor. — Every  director,  officer,  or  sen-ant  of 
the  company  who  knowingly  makes  or  assists  in  making  any  untrue  entry  in  the 
books  required  by  law  to  be  kept,  or  willfullv  neglects  or  refuses  to  make  any  proper 
entry  therein,  or  to  exhibit  the  same,  or  allow  them  to  be  inspected  and  extracts 
taken  therefrom,  is  guilty  of  a  misdemeanor.7 

2.  Liability  for  declaring  dhndends  out  of  capital. — If  the  directors  of  the  company 
declare  and  pay  any  dividend  when  the  company  is  insolvent,  or  any  dividend  the 
payment  of  which  renders  the  company  insolvent  or  impairs  the  capital  stock,  they 
shall  be  jointly  and  severally  liable,  as  well  to  the  company  as  to  the  individual 
stockholders  and  creditors,  for  all  the  debts  of  the  company  then  existing  and  for  all 
thereafter  contracted  during  their  continuance  in  office^  but  any  director  can  exon- 
erate himself  by  properly  filing  a  protest  on  the  books  of  the  company  and  publish- 
ing the  same  in  a  newspaper  at  the  main  place  of  business.8 

:'..  J.iiifii/ltii  for  limning  money  to  shareholders. — No  loan  shall  be  made  by  the  com- 
pany t<>  any  shareholder;  and  if  such  loan  is  made  all  directors  and  otner  officers 
making  the  same  or  in  any  wise  assenting  thereto  shall  be  jointly  and  severally 
liable  for  the  amount  of  such  loan,  with  interest,  to  the  company 'and  also  to  the 
creditors  of  the  company  for  all  debts  of  the  company  then  existing  or  contracted 
between  the  time  of  the  making  of  such  loan  and  that  of  the  repayment  thereof;  but 
this  does  not  apply  to  loan  companies.' 


1  Companies  act,  sec.  5. 

*  Compani 

g  act,  sec.  80. 

•Compani 

-  :,.  •[.   MO  Hk 

*Com|>ani 

•s  act,  sec.  54. 

'Compani 

»  act,  sec.  19. 

•Com  i  in  ni 

»  act,  sec.  41. 

7  Compani 

»  act,  «<•<•.  i">. 

8  Compani 
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4.  Liability  for  wages. — The  directors  of  the  company  shall  be  jointly  and  severally 
liable  to  the  clerks,  laborers,  servants,  and  apprentices  thereof  for  all  debts  not 
exceeding  6  months'  wages  due  for  services  performed  for  the  company  while  they 
were  such  directors;  but  no  director  shall  be  liable  to  an  action  therefor  unless  the 
company  is  sued  therefor  within  1  year  after  the  debt  becomes  due,  nor  unless  such 
director  is  sued  therefor  within  1  year  from  the  time  when  he  ceased  to  be  such 
director,  nor  unless  an  execution  against  the  company  in  respect  to  such  debt  is 
returned  unsatisfied  in  whole  or  in  part;  and  the  amount  unsatisfied  on  such  execu- 
tion shall  be  the  amount  recoverable  with  costs  from  the  directors.1 

5.  Penalty  for  failure  to  keep  "Limited"  after  company's  name. — The  company  shall 
keep  affixed  to  its  name  with  the  word  "limited  "  after  it  on  the  outside  of  all  its  offices 
and  places  of  business,  on  its  seal,  notices,  advertisements,  bills  of  exchange,  promis- 
sory notes,  indorsements,  checks,  invoices,  receipts,  and  bills,  and  every  director  and 
manager  of  the  company  who  authorizes  or  permits  default  in  this  matter  shall  incur 
a  penalty  of  $20  for  each  day  during  which  such  default  continues.2 

6.  To  furnish  statements  of  affairs  to  shareholders. — The  directors  of  every  company 
shall  lay  before  its  stockholders  a  full  printed  statement  of  the  affairs  and  financial 
position  of  the  company  at  or  before  each  general  meeting  for  the  election  of  directors.3 

7.  Liability  for  consenting  to  the  transfer  of  unpaid  shares  to  an  insolvent. — Whenever 
any  transfer  of  shares  has  been  made  with  the  consent  of  the  directors,  and  such 
shares  have  not  been  fully  paid  up,  and  the  transfer  is  to  a  person  who  is  not  appar- 
ently of  sufficient  means  to  fully  pay  up  such  shares,  the  directors  shall  be  jointly 
and  severally  liable  to  the  creditors  of  the  company  to  the  same  extent  as  the  trans- 
ferring shareholder,  but  for  such  transfer,  would  have  been,  but  a  director  can  exon- 
erate himself  by  filing  a  protest  in  the  books  of  the  company  and  publishing  a  notice 
in  a  newspaper  at  the  chief  place  of  business.4 

E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS,  AND  OTHERWISE. 
No  provision  upon  this  topic  is  found  in  the  law. 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 
The  only  regulation  found  is  in  the  Canadian  antitrust  law.5 

G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

Dividend  not  to  impair  capital. — No  dividend  shall  be  declared  which  will   impair 
the  capital  of  the  company.6 

H. — REGULATIONS  REGARDING   OWNERSHIP  OF  STOCK  IN  OTHER  COMPANIES  OR  THE 
COMBINATION  OF  DIFFERENT  COMPANIES. 

LOAN  COMPANIES. 

1.  Not  to  purchase  stock  in  oilier  companies. — The  company  shall  not  use  any  of  ita 
funds  in  the  purchase  of  stock  in  any  other  incorporated  company.7 
^  2.  May  unite  with  other  like  companies. — The  company  may  unite,  amalgamate,  and 
consolidate  its  stock,  property,  business,  and  franchises  with  those  of  any  other  com- 
pany or  society  incorporated  or  chartered  for  a  like  purpose,  or  with  those  of  any 
building,  savings,  or  loan  company,  and  may  make  any  contract  necessary  to  such 
amalgamation.  The  following  requirements  are  necessary  to  such  consolidation: 

(a)  Approval  of  shareholders.-^ Stockholders  representing  two-thirds  the  shares  of 
stock  must  vote  for  the  consolidation  at  a  meeting  called  with  due  notice  for  that 
special  purpose;  but  if  the  two-thirds  vote  to  consolidate  the  other  third  need  not 
agree  to  be  bound  by  it.8 

(b)  Agreement  to  be  filed  with  secretary  of  state. — The  agreement  of  amalgamation 
must  be  filed  with  the  secretary  of  state. 

(c)  Governor  in  council  to  grant  new  charter  if  expedient.— Due  proof  of  the  prelim- 

1  Companies  act,  sec.  60. 

2  Companies  act,  sec.  79. 
8  Companies  act,  sec.  85. 
4  Companies  act,  sec.  49. 
6  See  p.  228. 

6  Also  see  IV — B,  companies  act,  sec.  73. 

7  Companies  act,  sec.  93. 

8  Companies  act,  sec.  100,  subds.  2-4. 
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inary  steps  shall  be  laid  before  the  governor  in  council,  "and  if  deemed  expedient 
by  the  governor  in  council "  a  charter  shall  be  issued.1 

(d)  Notice  to  the  public. — Notice  of  the  granting  a  charter  to  the  combination  must 
be  duly  published  by  the  secretary  of  state  in  the  Canada  Gazette.1 

•  I. — REPORTS  TO  BE  MADE  TO  GOVERNMENT. 

Report  to  finance  minister. — Report  to  finance,  minister  by  loan  company. 

1.  To  be  a  verified  annual  report. — The  company  shall  transmit,  on  or  before  the  1st 
day  of  March  in  each  year,  to  the  minister  of  finance  and  receiver-general  a  state- 
ment in  duplicate  to  the  31st  day  of  December,  inclusive,  of  the  previous  year,  veri- 
fied by  the  oath  of  the  president  or  vice-president  and  the  manager.2 

2.  Scope  of  report. — Said  report  shall  set  out  the  capital  of  the  company  and  the 
proportion  thereof  paid  up,  the  assets  and  liabilities  of  the  company,  the  amount 
and  nature  of  the  investments  made  by  the  company  and  the  average  rate  of  interest 
derived  therefrom,  distinguishing  the  classes  of  securities,  and  also  the  extent  and 
value  of  lands  held  by  it,  and  such  other  details  as  to  the  nature  and  extent  of  the 
business  as  the  minister  of  finance  and  receiver-general  may  require;  but 

3.  Not  to  disclose  private  matters. — In  said  report  the  company  shall  in  no  case  be 
bound  to  disclose  the  name  or  private  affairs  of  any  person  who  has  dealings  with  it.* 

K. — REPORTS  TO  BE  MADE  TO  STOCKHOLDERS. 

Full  statement  of  affairs  at  each  election. — The  directors  of  every  company  shall  lay 
before  its  stockholders  a  full  printed  statement  of  the  affairs  and  financial  position 
of  the  company  at  or  before  each  general  meeting  of  the  company  for  the  election  of 
directors.3 

L. — PRIVILEGES  OF  STOCKHOLDERS   REGARDING  THE  EXAMINATION  OF  BOOKS  AND 

OVERSIGHT  OF  BUSINESS. 

1.  Books  to  be  kept  and  to  show  what. — The  company  shall  cause  a  book  or  books  to 
be  kept  by  the  secretary,  or  some  other  officer,  wherein  shall  be  recorded — 

(a)  A  copy  of  the  letters  patent  incorporating  the  company  and  of  any  supple- 
mentary letters  patent,  and  of  all  by-laws  thereof; 

(b)  The  names,  alphabetically  arranged,  of  all  persons  who  are  or  have  been 
shareholders; 

c)  The  address  and  calling  of  every  such  person,  while  such  shareholder; 

d)  The  number  of  shares  of  stock  held  by  each  shareholder; 

e)  The  amounts  paid  in  and  remaining  unpaid,  respectively,  on  the  stock  of  each 
shareholder; 

(/)  The  names,  addresses,  and  callings  of  all  persons  who  are  or  have  been  directors 
of  the  company,  with  the  several  dates  at  which  each  became  or  ceased  to  be  such 
director;  and 

(</)  The  particulars  of  every  transfer  of  shares  in  the  capital  of  the  company.* 

2.  Stockholders  and  creditors  may  inspect  books. — The  above  books  shall  during  reason- 
able hours  of  every  day,  except  Sundays  and  holidays,  be  kept  open  for  the  inspec- 
tion of  shareholders  and  creditors  of  the  company  at  the  chief  place  of  business  or 
head  office  of  the  company,  and  every  such  shareholder  or  creditor  may  make 
extracts  therefrom.5 

3.  Capital  not  increased  or  reduced  without  consent  of  stockholders. — No  by-law  for 
increasing  or  reducing  the  capital  or  for  subdividing  the  shares  shall  have  any  force 
until  it  is  approved  by  the  votes  of  the  shareholders  representing  at  least  two-thirds 
in  value  of  all  the  subscribed  stock  of  the  company.* 

4.  Shareholders  to  approve  of  change  in  number  of  directors  and  place  of  business. — The 
company  may,  by  by-law,  increase  to  not  more  than  15  or  decrease  to  not  less  than 
3  the  number  of  its  directors,  or  may  change  the  company's  chief  place  of  business 

1  Companies  act,  sec.  100,  subd.  5. 

*  Companies  act,  sec.  103. 
8  Companies  act,  sec.  85. 

*  Companies  act,  .sec.  43. 
6Companies  act,  sec.  11. 
8  Companies  act,  sec.  20. 
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in  Canada;  but  no  by-law  for  either  of  the  said  purposes  shall  be  valid  unless  it  is 
approved  by  the  vote  of  at  least  two-thirds  in  value  of  the  stock  represented  by 
shareholders  at  a  meeting  duly  called  for  considering  the  by-law.1 

5.  Shareholders  may  call  meetings. — Shareholders  who  hold  one-fourth  in  value  of 
subscribed  stock  of  the  company  may,  at  any  time,  "call  a  special  meeting  for  the 
transaction  of  any  business  specified  in  such  written  requisition  and  notice  as  they 
make  and  issue  to  that  effect."  2 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS. 

Organization  fees. — The  governor  in  council  may,  from  time  to  time,  establish  and 
regulate  the  fees  to  be  paid  on  application  for  letters  patent  and  supplementary  let- 
ters. The  amount  of  the  fees  may  be  varied  according  to  the  nature  of  the  company, 
the  amount  of  the  capital  stock,  and  other  particulars  as  the  governor  in  council 
thLuks  fit.  No  charter  shall  be  issued  until  all  fees  have  been  paid. 8 

N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 
No  special  methods  beyond  those  mentioned  above  are  found. 

O.— SPECIAL  LAWS  COVERING  MONOPOLIES,  ESPECIALLY  THOSE  CONCERNING  THE 
PRIVATE  CAPITALISTIC  MONOPOLIES  KNOWN  AS  "TRUSTS." 

1.  Every  person  who  conspires,  combines,  or  arranges  with  any  other  person,  or 
with  any  railway,  steamship,  steamboat,  or  transportation  company,  unlawfully — 

(a)  To  unduly  limit  the  facilities  for  transporting,  producing,  manufacturing,  sup- 
plying, storing,  or  dealing  in  any  article  or  commodity  which  may  be  a  subject  of 
trade  or  commerce;  or 

(6)  To  restrain  or  injure  trade  or  commerce  in  relation  to  any  such  article  or  com- 
modity; or 

(c)  To  unduly  prevent,  limit,  or  lessen  the  manufacture  or  production  of  any  such 
article  or  commodity,  or  to  unreasonably  enhance  the  price  thereof;  or 

(d)  To  unduly  prevent  or  limit  competition  in  the  production,  manufacture,  pur- 
chase, barter,  sale,  transportation,  or  supply  of  any  such  article  or  commodity,  or  in 
the  price  of  insurance  upon  person  or  property — 

Is  guilty  of  a  misdemeanor  and  liable,  on  conviction,  to  a  penalty  not  exceeding 
$4,000  and  not  less  than  $200,  or  to  imprisonment  for  any  term  not  exceeding  2 
years;  and  if  a  corporation,  is  liable  on  conviction  to  a  penalty  not  exceeding $10, 000 
and  not  less  than  $1,000.4 

Whenever  the  governor  in  council  has  reason  to  believe  that  with  regard  to  any 
article  of  commerce  there  exists  any  trade  combination,  association,  or  agreement  of 
any  kind  among  manufacturers  of  such  article  or  dealers  therein  to  unduly  enhance 
the  price  of  such  article  or  in  any  other  way  to  unduly  promote  the  advantage  of  the 
manufacturers  or  dealers  at  the  expense  of  the  consumers,  the  governor  in  council 
may  commission  or  empower  any  judge  of  the  supreme  court  or  exchequer  court  of 
Canada,  or  of  any  superior  court  in  any  Province  of  Canada,  to  inquire  in  a  summary 
way  into  and  report  to  the  governor  in  council  whether  such  trust,  combination, 
association,  or  agreement  exists. 

The  judge  may  compel  the  attendance  of  witnesses  and  examine  them  under  oath, 
and  require  the  production  of  books  and  papers,  and  shall  have  such  other  neces- 
sary powers  as  are  conferred  upon  him  by  the  governor  in  council  for  the  purposes 
of  such  inquiry. 

If  the  judge  reports  that  such  trust,  combination,  association,  or  agreement  exists, 
and  if  it  appears  to  the  governor  in  council  that  such  disadvantage  to  the  consumers 
is  facilitated  by  the  duties  of  customs  imposed  on  a  like  article,  when  imported,  then 
the  governor  in  council  shall  place  such  article  on  the  free  list,  or  so  reduce  the  duty 
on  it  as  to  give  to  the  public  the  benefit  of  reasonable  competition  in  such  article. 

1  Companies  act,  sec.  31. 

2  Companies  act,  sec.  74. 
8  Companies  act,  sec.  84. 
*Pt.  1,  vol.  1889,  p.  157,  sec.  1. 
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ONTARIO. 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

SEC.  1.  Amount  of  capital  and  in  what  payable. — There  is  neither  a  maximum  nor 
minimum  limit  to  capitalization,  and  the  stock  may  be  paid  for  in  money,  services, 
or  property.1 

SEC.  2.  Capital  paid  in  the  first  year. — Not  less  than  10  per  cent  upon  the  allotted 
stock  of  the  company  shall  by  means  of  one  or  more  calls  be  called  in  and  made 
payable  within  1  year  from  the  incorporation  of  the  company;  the  residue  when 
and  as  the  by-laws  of  the  company  direct* 

SEC.  3.  Forfeiture  of  shares  for  nonpayment  of  calls. — If  after  such  demand  or  notice 
as  by  the  letters  patent  or  by-laws  of  the  company  is  prescribed  any  call  made  upon 
any  share  is  not  paid  within  such  time  as  by  such  letters  patent  or  by-laws  may  be 
limited  in  that  behalf,  the  directors  in  their  discretion,  by  vote  to  that  effect,  recit- 
ing the  facts  and  duly  recorded  in  their  minutes  may  summarily  forfeit  any  shares 
whereon  such  payment  is  not  made,  and  the  same  shall  thereupon  become  the  prop- 
erty of  the  company  and  may  be  disposed  of  as  the  company  may  ordain.3 

SEC.  4.  Calls  to  be  paid  before  transfer  of  shares. — No  shares  shall  be  transferable 
until  all  previous  calls  thereon  have  been  fully  paid  in,  or  until  declared  forfeited 
for  nonpayment  of  calls  thereon.4 

SEC.  5.  Increase  of  capital. — The  directors  of  the  company  at  any  time  after  nine- 
tenths  of  the  capital  stock  of  the  company  has  been  taken  up  and  10  per  cent  thereon 
paid  in,  but  not  sooner,  may  make  a  by-law  for  increasing  the  capital  stock  of  the 
company  to  any  amount  which  they  consider  requisite  for  the  due  carrying  out  of 
the  objects  of  the  company.5 

SEC.  6.  Reduction  of  capital. — The  directors  of  the  company,  if  they  see  fit  at  any 
time,  may  make  a  by-law  for  decreasing  the  capital  stock  of  the  company  to  any 
amount  which  they  may  consider  sufficient  for  the  due  carrying  out  01  the  under- 
taking of  the  company  and  advisable.6 

SEC.  7.  Supplementary  letters. — At  any  time  within  6  months  after  the  by-law  is 
made  to  change  the  capitalization  a  petition  may  be  made  to  the  lieutenant-governor, 
through  the  provincial  secretary,  asking  for  supplementary  letters  patent,  and  upon 
satisfactory  proof  that  the  alteration  is  needed  the  supplementary  letters  shall  issue.7 

B. — METHODS  OF  PROMOTING  AND  LIABILITY  OF  PROMOTERS,. 

SEC.  8.  Notice  of  proposed  incorporation. — The  applicants  for  letters  patent  must  for 
at  least  5  consecutive  weeks  give  notice  in  the  Ontario  Gazette  of  their  intention  to 
apply  for  the  same,  stating  therein  the  proposed  name,  object  for  which  incorpora- 
tion is  sought,  proposed  place  of  business,  amount  of  capital  stock,  number  of  shares 
and  amount  of  each  share,  and  the  names  and  addresses  of  the  applicants.8 

SEC.  9.  Petition  for  letters  patent. — (1)  At  any  time  not  more  than  1  month  after 
the  last  publication  of  the  notice,  the  applicants  may  petition  the  lieutenant  governor, 
through  the  provincial  secretary,  for  the  issue  of  letters  patent.  (2)  The  petition 
must  state  the  facts  required  to  be  set  forth  in  the  notice,9  and  must  further  state  the 
amount  of  stock  taken  by  each  applicant,  and  also  the  amount,  if  any,  paid  in  upon 
the  stock  of  each  applicant.  (3)  The  petition  must  also  state  whether  the  amount 
is  paid  in  cash  or  by  transfer  of  property,  or  how  otherwise.10 

SEC.  10.  Incorporation  of  company. — The  lieutenant-governor  in  council  may  grant 
a  charter  to  any  number  of  persons,  not  less  than  5,  who  shall  petition  therefor, 
constituting  such  persons  and  others  who  may  become  shareholders  in  the  company 
thereby  created,  a  body  corporate  and  politic  for  any  purposes  or  objects  to  which  the 
legislative  authority  of  the  legislature  of  Ontario  extends,  except  the  construction 
and  working  of  railroads  and  the  business  of  insurance.11 


i  Ontario  Joint  Stock  Company  Letters  Patent  Act,  HOC.  9,  subd.  3. 
*Ibid.,  sec.  45. 
'Ibid.,  sec.  47. 
«Ibid.,  sec.  48. 
<•  Ibid.,  sec.  18. 
8  Ibid.,  sec.  20;  see  post,  13. 
'Ibid.,  sec.  22. 
s  Ibid.,  sec.  6. 

»  For  contents  of  notice,  see  ante,  sec.  8. 
10 Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  7. 
11  Ibid,  sec.  4;  us  to  fees,  see  post,  sec.  38. 
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SEC.  11.  Notice  of  issuing  letters  patent. — Notice  of  the  granting  of  the  letters  patent 
shall  be  forthwith  given  by  the  provincial  secretary  in  the  Ontario  Gazette.1 

C. — LIABILITY  OF  STOCKHOLDERS. 

SEC.  12.  Shareholder  liable  for  par  value  of  his  stock. — Each  shareholder,  until  the 
whole  amount  of  his  stock  has  been  paid  up,  shall  be  individually  liable  to  the  cred- 
itors of  the  company  to  an  amount  equal  to  that  not  paid  up  thereon,  but  shall  not 
be  liable  to  an  action  therefor  by  any  creditor  before  an  execution  against  the  com- 
pany has  been  returned  unsatisfied  in  whole  or  in  part;  and  the  amount  due  on  such 
execution,  but  not  beyond  the  amount  so  unpaid  of  his  said  stock,  shall  be  the 
amount  recoverable  with  costs  against  such  shareholder.2 

SEC.  13.  Liability  not  changed  by  reduction  of  capital. — The  liability  of  shareholders 
to  persons  who  were  at  the  time  of  a  reduction  of  the  capital3,  creditors  of  the  com- 
pany shall  remain  as  though  the  capital  had  not  been  decreased,4 

D. — DUTIES  AND  RESPONSIBILITIES  OP  DIRECTORS. 

SEC.  14.  Board  of  directors. — The  affairs  of  every  company  shall  be  managed  by  a 
board  of  not  less  than  3  directors.5 

SEC.  15.  Subdiiision  of  shares. — The  directors  of  the  company  may  at  any  time  make 
a  by-law  subdividing  the  existing  shares  into  shares  of  smaller  amount.6 

SEC.  16. — Liability  for  loans  to  shareholders. — No  loan  shall  be  made  by  the  company 
to  any  shareholder,  and  if  such  loan  is  made,  all  directors  and  other  officers  of  the 
company  making  the  same,  and  in  any  wise  assenting  thereto,  shall  be  jointly  and 
severally  liable  to  the  company  for  the  amount  thereof,  and  also  to  third  parties  to 
the  extent  of  such  loan  with  legal  interest,  for  all  debts  of  the  company  contracted 
from  the  time  of  making  the  loan  of  the  money  to  that  of  the  repayment  thereof; 
but  this  section  shall  not  apply  to  a  building  society,  or  to  a  company  incorporated 
for  the  lending  of  money.7 

SEC.  17.  "Limited"  to  follow  name  in  contracts. — The  directors  of  every  company 
shall  be  jointly  and  severally  liable  upon  e.very  written  contract  or  undertaking  of  the 
company  on  the  face  whereof  the  word  "limited"  or  the  words  "limited  liability" 
are  not  distinctly  written  or  printed  after  the  name  of  the  company  where  it  first 
occurs  in  such  contract  or  undertaking.8 

SEC.  18.  "Limited"  to  follow  name  in  advertisements. — In  all  advertisements  of  the 
company  the  word  "limited"  shall  appear  after  its  name,  and  both  company  and 
directors  are  liable  to  a  penalty  of  $20  for  a  breach  of  this  provision.' 

SEC.  19.  Liability  of  directors  for  wages. — The  directors  of  the  company  shall  be 
jointly  and  severally  liable  to  the  laborers,  servants,  and  apprentices  for  all  debts  not 
exceeding  1  year's  wages  due  for  services  performed  for  the  company  while  they  are 
such  directors;  but  no  director  shall  be  liable  to  an  action  therefor  unless  the  com- 
pany has  been  sued  therefor  within  1  year  from  the  time  when  lie  ceased  to  be  such 
director,  nor  yet  before  an  execution  against  the  company  has  been  returned  unsat- 
isfied in  whole  or  in  part;  and  the  amount  due  on  each  execution  shall  be  the  amount 
recoverable  with  corts  against  the  directors.10 

E. — RESTRICTIONS  ON  DIRECTORS  IN  DEALING  IN  STOCK  AND  OTHERWISE. 

SEC.  20.  No  restrictions. — There  is  no  statutory  prohibition  on  the  directors  dealing 
in  the  stock  of  the  company. 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 

SEC.  21.  No  regulations. — There  are  no  statutory  regulations  regarding  prices  of 
products. 

1  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  13. 

2  Ibid.,  sec.  61. 

3 See  ante,  sec.  6. 

4  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  20. 

5 Ibid.,  sec.  29. 

6  Ibid.,  sec.  17. 

Ubid.,  sec.  67. 

8  St.  O.  1889,  ch.  26,  sec.  2. 

9  St.  O.  1889,  ch.  26,  sees.  3-5. 

10 Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  68.  See  for  liability  of  directors  for  paying 
dividends  out  of  capital,  post,  sec.  24;  for  default  in  filing  annual  statement,  post,  sec.  27;  for  false 
entries  in  books,  post,  sec.  30;  for  refusal  to  allow  inspection  of  books,  post,  sec.  32. 
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G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

SEC.  22.  By-laws  concerning  dividends. — The  directors  may  from  time  to  time  make 
by-laws  to  regulate  the  declaration  and  payment  of  dividends.1 

SEC.  23.  Preferred  stock. —  (1)  The  directors  may  make  a  by-law  for  creating  and 
issuing  any  part  of  the  capital  stock  as  preference  stock,  giving  the  same  such  prefer- 
ence and  priority  as  respects  dividends  and  otherwise  over  ordinary  stock  as  may  be 
declared  by  the  by-law.  (2)  The  by-laws  may  provide  that  the  holders  of  such  pref- 
erence shares  shall  have  the  right  to  select  a  certain  stated  proportion  of  the  board  of 
directors,  or  may  give  them  such  other  control  over  the  affairs  of  the  company  as  may 
be  considered  expedient.  (3)  No  such  by-law  shall  have  any  force  or  effect  what- 
ever until  after  it  has  been  unanimously  sanctioned  *  by  the  shareholders  present  in 
person  or  by  proxy  at  a  general  meeting  of  the  company  duly  called  for  considering 
the  same,  or  unanimously  sanctioned  by  the  shareholders  of  the  company.3 

SEC.  24.  Liability  of  directors. — The  directors  of  the  company  shall  not  declare  or 
pay  any  dividend  when  the  company  is  insolvent,  or  any  dividend  the  payment  of 
which  renders  the  company  insolvent  or  diminishes  the  capital  stock  thereof,  but  if 
any  director  present  when"  such  dividend  is  declared  forthwith,  or  if  any  director 
then  absent,  within  24  hours  after  he  has  become  aware  thereof  and  able  so  to  do, 
enters  on  the  minutes  of  the  board  of  directors  his  protest  against  the  same,  and 
within  8  days  thereafter  causes  such  protest  to  be  published  in  at  least  one  newspa- 
per at  or  near  as  may  be  possible  to  the  office  or  chief  place  of  business  of  the  company, 
such  director  may  thereby,  and  not  otherwise,  exonerate  himself  from  liability.* 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK  IN  OTHER  COMPANIES  OR  THE 
COMBINATION  OF  DIFFERENT  COMPANIES. 

SEC.  25.  Not  to  purchase  stock  in  other  companies. — No  company  shall  use  any  of  its 
funds  in  the  purchase  of  stock  in  any  other  corporation  unless  expressly  authorized 
by  by-law  confirmed  at  a  general  meeting.5 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

SEC.  26.  Annual  list  of  shareholders  and  statement  of  affairs. — Every  companv  shall  on 
or  before  the  1st  day  of  February  in  every  year  make  a  list  of  all  persons  who  on  the 
31st  day  of  December  previous  were  shareholders  of  the  company;  and  such  list 
shajl  state  the  names  alphabetically  arranged  and  the  addresses  and  callings  of  all 
such  persons,  the  amount  of  stock  Held  by  them  and  the  amount  unpaid  thereon, 
and  a  summary  6i  the  company's  affairs  on  the  31st  day  of  December  preceding 
showing  the  following  facts: 

(1 )  The  names  and  residences  and  post-office  addresses  of  the  directors,  secretary, 
and  treasurer  of  the  company. 

(2)  The  amount  of  the  capital  of  the  company  and  the  number  of  shares  into  which 
it  is  divided. 

(3)  The  number  of  shares  taken  from  the  commencement  of  the  company  up  to 
the  31st  day  of  December  preceding  the  date  of  the  sunmiary. 

(4)  The  amount  of  stock  (if  any)  issued  free  from  calls;  ii'  none  is  so  issued,  this 
fact  is  to  lx?  stated. 

5)  The  amount  issued  subject  to  calls. 


The  amount  of  calls  made  upon  each  share. 
The  total  amount  of  calls  received. 
The  total  amount  of  calls  unpaid. 


The  total  amount  of  shares  forfeited. 

(10)  The  total  amount  of  shares  which  have  never  been  allotted  or  taken  Mp. 

(11)  The  total  amount  for  which  shareholders  of  the  company  are  liable  in  respect 
to  unpaid  stock  held  by  them. 

The  atxjve  summary  "shall  be  verified  by  two  officers  of  the  company  and  one  copy 
deposited  with  the  provincial  secretary  and  another  copy  kept  posted  up  in  the 
head  office  of  the  company  until  another  like  summary  is  lasted.' 

SEC.  27.  Penalty  for  defniilt  in  innhin;/  minimi  *tut'  //«•//?. --If  a  company  makes  default 
in  complying  with  the  provisions  of  the  last  section,  the  company  shall  incur  a  pen- 

'  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  37. 

'See  post,  we  :;i. 

'Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  26. 

«Ibid.,  sec.  66. 

*Ibid.,  sec.  60. 

«Ibid.,  sec.  57. 
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alty  of  $20  for  every  day  during  which  the  default  continues,  and  every  director, 
manager,  or  secretary  of  the  company  who  knowingly  and  willfully  authorizes  or  per- 
mits such  default  shall  incur  the  like  penalty.1 

K.  —  REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

SEC.  28.  No  direct  report  required.  —  An  annual  statement2  of  the  affairs  of  the  com 
pany  shall  be  posted  up  in  the  office  of  the  company;  and  the  shareholders  may 
examine  the  books  of  the  company,3  but  no  direct  report  to  the  shareholders  is 
required  by  statute. 

L.  —  PRIVILEGES  OF  STOCKHOLDERS  REGARDING  THE  EXAMINATION  OF  BOOKS  AND 

OVERSIGHT  OF  BUSINESS. 

SEC.  29.  Books  to  be  kept.  —  The  company  shall  cause  a  book  or  books  to  be  kept  by 
the  secretary  or  some  other  officer  especially  charged  with  that  duty  wherein  shall 
be  kept  recorded  — 

(1)  A  copy  of  the  letters  patent  incorporating  the  company  and  of  any  supple- 
mentary letters  patent4  issued  to  the  company,  and  of  all  by-laws  thereof. 

(2)  The  names,  alphabetically  arranged,  of  all  persons  who  are  or  who  have  been 
shareholders. 

(3)  The  address  and  calling  of  every  such  person  while  such  shareholder. 

(4)  The  number  of  shares  of  stock  held  by  each  shareholder. 

(5)  The  amount  paid  in  and  remaining  unpaid,  respectively,  on  the  stock  of  each 
shareholder. 

(6)  All  transfers  of  stock  in  their  order  as  presented  to  the  company  for  entry, 
with  the  date  and  other  particulars  of  each  transfer,  and  the  date  of  the  entry 
thereof. 

(7)  The  names,  addresses,  and  callings  of  all  persons  who  are  or  have  been  direct- 
ors of  the  company,  with  the  several  dates  at  which  each  person  became  or  ceased 
to  be  such  director.5 

SEC.  30.  Penalty  for  false  entry  in  books.  —  No  director,  officer,  or  servant  of  the  com- 
pany shall  knowingly  make  or  assist  to  make  any  untrue  entry  in  any  book,  or  shall 
refuse  or  neglect  to  make  any  proper  entry  therein  ;  and  any  person  violating  the  pro- 
visions of  this  section  shall,  besides  any  criminal  liability  which  he  may  thereby 
incur,  be  liable  in  damages  for  all  loss  or  injury  which  any  person  interested  may 
have  sustained  thereby.6 

SEC.  31.  Books  to  be  open  for  inspection.  —  Such  books  shall,  during  reasonable  busi- 
ness hours  of  every  day,  except  Sundays  and  holidays,  be  kept  open  for  the  inspec- 
tion of  the  shareholders  and  creditors  of  the  company,  and  their  personal  represen- 
tatives, at  the  office  or  chief  place  of  business  of  the  company;  and  every  such  share- 
holder. creditor,  or  representative  may  make  extracts  therefrom.7 

SEC.  32.  Penalty  for  refusal  of  inspection.  —  Any  director  or  officer  who  refuses  to  per- 
mit anv  person  entitled  thereto  to  inspect  such  book  or  books  or  make  extracts  there- 
from shall  forfeit  and  pay  to  the  party  aggrieved  the  sum  of  $100;  and  in  case  the 
amount  is  not  paid  within  7  days  after  the  recovery  of  judgment  the  court  in  which 
judgment  is  recovered,  or  a  judge  thereof,  may  direct  the  imprisonment  of  the 
offender  for  any  period  not  exceeding  3  months  unless  the  amount,  with  costs,  is 
sooner  paid.8 

SEC.  33.  Votes.  —  At  all  general  meetings  of  the  company  every  shareholder  shall 
be  entitled  to  as  many  votes  as  he  owns  shares  in  the  company,  and  may  vote  by 
proxy.9 

SEC.  34.  Not  to  vote  till  calls  are  paid.  —  No  shareholder  being  in  arrears  in  respect  to 
any  call  shall  be  entitled  to  vote  at  any  meeting  of  the  company.10 

SEC.  35.  Issue  of  bonds  and  debentures.  —  Before  the  directors  can  borrow  money 
upon  the  credit  of  the  company  and  issue  the  bonds,  debentures,  and  other  securi- 
ties of  the  company  a  by-law  must  be  sanctioned  by  a  vote  of  not  less  than  two- 
thirds  in  value  of  the  shareholders.11 

1  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  67. 

2  For  its  contents  see  ante,  sec.  26. 

3  For  details  as  to  examination  of  books  see  post,  sees.  29-32. 

4  See  ante,  sec.  7. 

6  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  50. 
6  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  55. 
Ibid.  sec.  53. 


8  Ibid. 

9Ibid. 
10  Ibid. 
"Ibid, 


sec.  56. 

sec.  33,  subd.3. 

sec.  49. 

sec.  38,  subd.  l. 
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SEC.  36.  By-laws  to  alter  capital  to  be  sanctioned. — No  by-law  for  increasing  or 
decreasing  the  capital  stock  of  the  company '  or  subdividing  the  shares  shall  have  any 
force  or  effect  until  after  it  has  been  sanctioned  by  a  vote  of  not  less  than  two-thirds 
in  value  of  the  shareholders  at  a  general  meeting  of  the  company,  duly  called  for, 
considering  the  same,  and  afterwards  confirmed  by  supplementary  letters.2 

SEC.  37.  Special  meetings. — One-fourth  part  in  value  of  the  shareholders  s  of  the  com- 
pany shall  at  all  times  have  a  right  to  call  a  special  meeting  thereof  for  the  transac- 
tion of  any  business  specified  in  such  written  requisition  and  the  notice  calling  the 
meeting.* 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS. 

SEC.  38.  Fees  on  letters  patent  to  be  fixed  by  order  in  council. — The  lieutenant-governor 
in  council  may  from  time  to  time  establish,  alter,  and  regulate  the  tariff  of  the  feea 
to  be  paid  on  application  for  a  charter,  and  no  step  shall  be  taken  in  any  department 
toward  the  issue  of  any  letters  or  supplementary  letters  patent  until  after  all  fees 
therefor  have  been  duly  paid.5 

N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

SEC.  39.  Investigation  of  affairs  of  company. — The  high  court  or  lieutenant-governor, 
if  it  is  deemed  necessary,  may  from  time  to  time  appoint  a  suitable  person  to  investigate 
the  affairs  and  management  of  the  company,  who  shall  report  thereon  to  the  court, 
and  regarding  the  security  afforded  to  those  by  or  for  whom  its  engagements  are  held, 
and  the  expense  of  such  investigation  shall  be  defrayed  by  the  company;  or  the  court 
may,  if  it  deems  necessary,  examine  the  officers  or  directors  of  the  company  under 
oath  as  to  the  security  aforesaid.6 

SEC.  40.  Penalty  for  false  statements  as  to  capital  of  companies. — Where  any  advertise- 
ment, letter  head,  postal  card,  account^  or  document  issued,  published,  or  circulated 
by  any  corporation,  association,  or  company,  or  any  officer,  agent,  or  employee  of 
any  such  corporation,  association,  or  company  purports  to  state  the  subscribed  cap- 
ital of  the  company,  then  the  capital  actually  and  in  good  faith  subscribed,  and  no 
more,  shall  be  so  stated;  and  any  such  corporation,  association,  company,  officer, 
agent,  or  employee  who  causes  to  be  inserted  an  advertisement  in  any  newspaper,  or 
who  publishes,  issues,  or  circulates,  or  causes  to  be  published,  issued,  or  circulated, 
any  advertisement,  letter  head,  postal  card,  account,  or  document  which  states,  as 
the  capital  of  such  company,  any  larger  sum  than  the  amount  of  such  subscribed  cap- 
ital so  actually  and  in  good  faith  subscribed  as  aforesaid,  or  which  contains  any  untrue 
or  false  statement  as  to  the  incorporation,  control,  supervision,  management,  or  finan- 
cial standing  of  such  corporation,  association,  or  company,  and  which  statement  is 
intended  or  calculated  or  likely  to  mislead  or  deceive  any  person  dealing  or  having 
any  business  or  transaction  with  said  corporation,  association,  or  company,  or  with 
any  officer,  agent,  or  employee  of  the  association,  corporation,  or  company,  shall,  upon 
summary  conviction  thereof  before  any  police  magistrate  orjusticeof  the  peace  having 
jurisdiction  where  the  offense  was  committed,  be  liable  to  a  penalty  not  exceeding 
$200  and  costs  and  not  less  than  $50  and  costs,  and  in  default  of  payment  the  offender, 
being  an  officer,  agent,  or  employee  as  aforesaid,  shall  be  imprisoned  with  or  with- 
out hard  labor  for  a  term  not  exceeding  6  months  and  not  less  than  1  month,  and  on 
a  second  or  any  subsequent  conviction  he  may  be  imprisoned  with  hard  lalmr  for  a 
term  not  exceeding  12  months  and  not  less  than  3  months.  Anyone  can  be  prose- 
cutor or  complainant  under  this  section,  and  one-half  of  any  fine  imposed  by  virtue  of 
this  section  shall,  when  received,  belong  to  Her  Majesty  for  the  use  of  the  Province 
and  the  other  half  shall  belong  to  the  prosecutor  or  complainant.7 

( ). — SPECIAL  LAWS  COVERING  MONOPOLIES,  ESPECIALLY  THOSE  CONCERNING  THE  PRI- 
VATE CAPITALISTIC  MONOPOLIES  KNOWN  AS  "TRUSTS." 

SEC.  41.  Anti-trust  act  of  Canada. — The  anti-trust  act  of  the  Dominion  of  Canada, 
passed  May  2,  1889,  entitled  "An  act  for  the  prevention  and  suppression  of  combi- 
nations formed  in  restraint  of  trade,"  applies  to  the  Provinces.  The  material  parts  of 
this  act  are  found  herein  at  page  228. 

i  See  ante,  sees.  5  and  6;  as  to  sanction  of  by-laws  creating  preferred  stock  see  ante,  sec.  3,  subd.  3. 

*  Ontario  Joint  Stock  Company  Lftu-rs  Patent  Act,  sec.  2. 

3  As  to  rights  of  holders  or  preferred  stock  see  ante,  sec.  10,  subd.  2. 

1  Ontario  Joint  Stock  Company  Letters  Patent  Act,  sec.  39. 

6  Ibid.,  sec.  71. 

•Ibid.,  sec.  76. 

*1.  St.  O.,  1893,  p.  139. 
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VICTORIA. 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

SEC.  1.  Amount  of  capital. — The  capitalization  has  neither  a  maximum  nor  min- 
imum limit. 

SEC.  2.  Portion  of  capital  paid  before  registration. — In  case  of  a  no-liability  company  it 
shall  be  necessary  that  one-fourth  of  the  shares  shall  be  subscribed  for  and  one-half 
of  the  subscribed  capital  shall  be  actually  paid  up  in  money  prior  to  registration.1 

SEC.  3.  Portion  of  capital  paid  before  commencing  business. — A  company  limited  by 
shares  shall  not  commence  business  or  exercise  any  borrowing  powers  unless  and 
until  one-third  of  the  shares  shall  have  been  subscribed  for  and  one-fourth  of  the 
subscribed  capital  shall  have  been  actually  paid  up  in  money  or  value  received.2 

SEC.  4.  Reduction  of  capital. — The  capital  of  a  company  may  be  reduced  by  a  special 
resolution  confirmed  by  the  court.3  Any  company  limited  by  shares  may  by  special 
resolution,  though  not  confirmed  by  the  court,  reduce  its  capital  by  canceling  any 
shares  which  have  been  forfeited  or  which  have  not  been  taken  nor  agreed  to  be 
taken.4 

SEC.  5.  Shares  at  a  premium. — No  shares  in  a  company  shall  be  issued  by  the  direct- 
ors at  a  premium  until  the  company  shall  have  been  established  at  least  one  year.5 

SEC.  6.  Forfeiture  of  shares  on  nonpayment  of  calls. — Shares  become  forfeited  on  the 
nonpayment  of  calls,  and  after  due  advertisement  are  sold  at  auction  and  the  calls 
and  expenses  paid  from  the  proceeds,  and  any  excess  is  returned  to  the  shareholder.6 

B. — METHODS  OF  PROMOTING  AND  LIABILITY  OF  PROMOTERS. 

SEC.  7.  Memorandum  of  association  filed. — To  form  a  corporation  5  or  more  per- 
sons must  sign  a  memorandum  of  association  and  file  it  with  the  registrar-general.7 
If  it  is  to  be  an  unlimited  company  or  a  company  limited  by  guaranty,8  articles  of 
association9  must  be  signed  and  filed  likewise.  If  it  is  to  be  a  no-liability  company,10 
before  its  incorporation  one-fourth  of  its  shares  must  be  subscribed  for  and  one-half 
paid  on  them  in  cash.11 

SEC.  8.  Contents  of  memorandum  of  association. — The  memorandum  of  association 
must  state,  in  case  of  an  unlimited  company,  its  name  and  object; 12  in  case  of  a  no 
liability  company,  the  name,  object,  number  of  shares,  amount  paid  on  each  share, 
and  number  of  shares  subscribed  for  of  the  company  the  names,  addresses,  and 
occupations  of  the  shareholders  and  the  number  of  shares  held  by  each;13  in  case  of  a 
company  limited  by  shares,  the  name,  object,  and  number  of  shares  of  the  company, 
and  the  amount  of  capital  with  which  it  proposes  to  be  registered,  that  the  members' 
liability  is  limited,14  and  the  number  of  shares  that  each  will  take;  in  case  of  a  com- 
pany limited  by  guaranty,  the  name  and  object  of  the  company  and  the  liability  of 
members.15  Except  as  expressly  provided  by  law,  the  memorandum  of  association 
can  not  be  changed.16  The  articles  of  association  prescribe  the  rules  and  regulations 
of  the  company,  and  may  be  changed  at  the  pleasure  of  the  members.17 

SEC.  9.  Restrictions  on  promoters. — Every  promoter  is  in  a  fiduciary  relation  toward 
a  company  which  he  is  engaged  in  promoting,  and  consequently  (a)  a  promoter  may 
not  sell  or  let  his  own  property,  or  property  in  which  he  has  an  interest,  to  the  com- 
pany, and  may  not  be  interested  in  any  contract  with  the  company,  unless  at  a  gen- 
eral meeting  of  the  company  before  the  completion  of  the  purchase,  lease,  or  contract 
a  full  and  fair  disclosure  is  made  that  he  is  the  vendor  or  lessor  of  or  has  an  interest 
in  the  property  or  in  the  contract,  and  of  the  nature  and  amount  of  that  interest;  (b) 
and  such  contract  as  aforesaid  with  respect  to  which  such  disclosure  is  not  made  shall 
be  voidable  at  the  option  of  the  company;  (c)  a  promoter  may  not  retain  for  his  own 

1  Companies  act,  1896,  sec.  6,  subd.  a. 

2  Companies  act,  18%,  sec.  21,  subd.  1. 

3  Companies  act,  1896,  sees.  88-101. 

4  Companies  amendment  act,  1892,  sec.  9. 

6  Companies  act,  1890,  sec.  49,  subd.  1. 

0  Companies  act,  1890,  sees.  241,242,  and  companies  act,  18%,  sees.  10-16. 

7  See  post,  sec.  39. 

8See  post,  sec.  13,  subd.  6. 
9See  post,  sec.  39,  subd.  4. 
10See  post,  sec.  13,  subd.  4. 

1  Companies  act,  18%,  sec.  6,  subd.  (a). 

2  Companies  act,  1890,  sec.  11. 

3  Companies  act,  18%,  sec.  6,  subd.  (b) 

4  Companies  act,  1890,  sec.  7. 

5  Companies  act,  1890,  sec.  10. 

6  Companies  act,  1890,  sec.  13,  and  1«%,  sec.  84 

7  Companies  act,  1890,  sec.  14. 
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use  any  profit  or  remuneration,  whether  in  money,  shares,  or  otherwise,  arising  out 
of  or  received  by  him  in  connection  with  the  promotion  of  the  company  or  in  con- 
sideration of  services  rendered  by  him  in  the  course  of  such  promotion,  unless  at  a 
general  meeting  of  the  company  full  and  fair  disclosure  has  been  made  of  the  nature 
and  amount  of  that  profit  or  remuneration,  and  the  company  has  by  extraordinary 
resolution  assented  thereto  after  such  disclosure;  and  (d)  every  promoter  shall  be 
liable  to  account  to  the  company  for  the  amount  or  value  of  any  secret  profit  or 
remuneration  and  repay  the  same  to  the  company  with  such  interest  as  the  court 
may  direct.1 

SEC.  10.  Prospectus  to  give  names  of  directors  and  stock  held  by  each — The  contracts 
made  by  company  or  its  officers — Memorandum  of  association — Consideration  given  for 
property,  bonus  given  for  obtaining  subscriptions,  allotment,  directors'  stock  qualification 
shares  paid  for  otherwise  than  in  money- — The  vendors  of  property  to  the  company — Prelimi- 
nary expenses —  Working  capital — Auditors. — Liability  for  faulty  prospectus. — Every  pros- 
pectus, however  published  or  issued,  which  is  published  or  issued  witha  view  of  obtain- 
ing subscriptions  for  shares  in  a  company,  or  directly  or  indirectly  inviting  persons  to 
subscribe  for  shares  in  a  company,  shall  specify  (a)  the  names,  addresses,  and  occupa- 
tions of  the  promoters  and  directors  and  the  number  of  shares  held  or  agreed  to  be 
taken  up  by  them,  respectively,  and  whether  wholly  paid  up  or  partly  paid  up,  and 
the  consideration,  remuneration,  or  reward  (if  any)  to  the  directors,*  promoters,  or 
members  of  the  company;  (6)  the  date  of  and  the  names  of  the  parties  to  any  contract 
directly  or  indirectly  relating  to  the  company  or  to  the  promotion  thereof  entered  into 
by  the  company  or  the  promoters,  directors,  or  trustees  thereof  within  2  years*  before 
the  issue  of  such  prospectus;  and  shall  also  state  a  place  where  such  contract,  if  in  writ- 
ing, may  be  inspected:  Provided,  That  this  subdivision  of  this  section  shall  not  apply 
to  a  contract  entered  into  by  the  company  after  its  incorporation  in  the  ordinary  course 
of  the  business  carried  on  by  the  company;  (c)  the  contents  of  the  memorandum  of 
association4  (if  any),  with  the  rames  and  addresses  of  the  signatories  and  the  number 
of  shares  subscribed  for  by  them,  respectively;  (d)  the  consideration  paid  or  to  be  paid 
(and  if  so,  how  and  when)  for  any  property  purchased  or  acquired  or  to  be  purchased 
or  acquired  by  the  company,  and  from  whom  and  when  purchased  or  acquired,  and 
whether  any  part  (and  if  so,  how  much)  of  such  consideration  money  is  for  good 
will;  (e)  the  amount  (if  any)  payable  as  commission,  bonus,  or  reward  for  subscrib- 
ing or  agreeing  to  subscribe  or  procuring  or  agreeing  to  procure  subscriptions  for  any 
shares  in  the  company,  or  the  rate  of  any  such  commission;  (/)  the  minimum  sub- 
scription upon  which  directors  will  proceed  to  allotment;  (g)  the  number  of  shares 
(if  any)  fixed  by  the  articles  of  association  as  the  qualification  of  a  director;  (h)  the 
minimum  amount  payable  on  application  and  allotment  on  each  share;  (i)  the  num- 
ber and  amount  of  shares  issued  or  agreed  to  be  issued  as  fully  paid  or  partly  paid 
up  otherwise  than  in  mone'y,  and  in  the  latter  case  the  extent  to  which  they  are  so 
paid  up,  and  in  either  case  the  consideration  for  which  and  the  person  or  persons  to 
whom  such  shares  have  been  issued  or  are  proposed  or  intended  to  be  issued;  (j) 
the  names,  addresses,  and  occupations  of  the  venders  of  any  property  purchased  or 
acquired  by  the  company,  or  to  be  so  purchased  or  acquired,  which  is  to  be  paid  for 
wholly  or  partly  out  of  the  proceeds  or  the  issue  offered  for  subscription  by  the  pros- 
pectus, or  the  purchase  or  acquisition  of  which  has  been  contemplated  at  the  date  of 
publication  of  the  prospectus;  and  where  there  is  more  than  one  vender  or  the  com- 
pany is  a  subpurchaser,  the  amount  payable  in  money  or  shares  to  each  vender;  '(k) 
the  amount  or  estimated  amount  of  preliminary  expenses;5  (/)  the  amount  paid  or 
intended  to  be  paid  and  the  shares  allotted  or  intended  to  be  allotted  to  or  for  any 
promoter  and  the  consideration  therefor;  (m)  the  amount  intended  to  be  reserved 
for  working  capital;  (n)  the  proposed  application  of  the  proceeds  of  the  issue  of  the 
shares;  ana  (o)  the  names  and  addresses  of  the  auditors  or  intended  auditors  (if  any) 
of  the  company.  A  prospectus  which  does  not  comply  with  the  foregoing  require- 
ments shall  be  deemed  fraudulent  on  the  part  of  every  promoter  or  director  and 
every  person  having  authorized  the  insertion  of  his  name  in  the  prospectus  as  a 
director  or  as  having  agreed  to  become  a  director,  and  unless  they  show  the  fault 
was  neither  willful  nor  negligent  they  shall  be  jointly  and  severally  liable  for  all 
damages  caused  thereby;  and  any  person  taking  shares  on  the  faith  of  such  pros- 
pectus may,  besides  suing  for  damages,  rescind  the  contract.' 

'  Companies  act,  1896,  sec.  115,  subd.  1. 

*  Not  required  in  a  prospectus  issued  1  year  after  the  formation  of  the  company. 

*  Within  1  year  after  the  company  has  been  formed  for  1  year.    (Companies  act,  1896,  sec.  1(M,  sub- 
sec.  7,  subd.  (a).) 

«  Not  required  after  the  company  has  been  formed  1  year.  Companies  act,  1896,  sec.  104,  subsec.  7, 
subd.  (a). 

6  Not  required  if  company  has  been  formed  1  year.    Companies  act,  18%,  sec.  104,  subsec.  7,  subd.  (a). 
«  Com  panics  act,  1896,  sec.  104.    Section  does  not  apply  to  a  notice  to  existing  members. 
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SEC.  11.  Condition  to  waive  law  relating  to  prospectus. — Any  condition  requiring  an 
applicant  for  shares  to  waive  and  any  agreement  to  waive  due  compliance  with  the 
law  relating  to  the  prospectus  of  the  company,  or  purporting  to  affect  him  with 
notice  of  any  document  or  matter  not  specifically  referred  to  in  the  prospectus,  shall 
be  void.1 

SEC.  12.  Liability  for  false  statement. — If  a  promoter,  director,  or  manager  of  a  com- 
pany willfully  or  negligently  in  any  prospectus,  report,  balance  sheet,  certificate,  or 
writing  issued  concerning  the  affairs  of  the  company  makes  a  false  statement  calcu- 
lated to  mislead  any  person  he  shall  be  liable  to  any  shareholder,  contributor,  or 
creditor  of  the  company  who  has  sustained  loss  thereby.2 

C. — LIABILITY  OF  STOCKHOLDERS. 

SEC.  13.  Liability  of  members. — Where  a  company  is  wound  up  every  present  and 
past  member  shall  be  liable  to  contribute  to  the  assets  of  the  company  to  an  amount 
sufficient  to  pay  the  debts  of  the  company  and  the  expenses  of  winding  up  and  for 
the  payment  of  such  sums  as  may  be  required  for  the  adjustment  of  the  rights  of  the 
contributories  among  themselves,  with  the  following  qualifications: 

1.  Past  members  after  one  year. — No  past  member  shall  be  liable  to  contribute  to 
the  assets  of  the  company  if  he  has  ceased  to  be  a  member  for  one  year  or  more  prior 
to  the  commencement  of  the  winding  up. 

2.  Debts  contracted  after  membership  ceased. — No  past  member  shall  be  liable  to  con- 
tribute in  respect  of  any  debt  or  liability  of  the  company  contracted  after  the  time  at 
which  he  ceased  to  be  a  member. 

3.  Past  members  not  liable  if  present  members  are  responsible. — No  past  member  shall 
be  liable  to  contribute  to  the  assets  of  the  company  unless  it  appears  to  the  court  that 
existing  members  are  unable  to  satisfy  the  contributions  required  to  be  made  by 
them. 

4.  Members  of  no-liability  company. — If  the  company  be  a  no-liability  company  the 
members  shall  not  be  liable  to  contribute  at  all.3 

5.  Members  of  company  limited  by  shares. — If  the  company  be  limited  by  shares  no 
contribution  shall  be  required  from  any  member  exceeding  the  amount  unpaid  on 
his  shares. 

6.  Members  of  company  limited  by  guaranty. — If  a  company  is  limited  by  guaranty 
no  contribution  shall  be  required  from  any  member  exceeding  the  amount  of  the 
undertaking  entered  into  on  his  behalf  by  the  memorandum  of  association. 

7.  Contracts  valid  for  limited  liabilities. — Nothing  contained  in  the  foregoing  rules 
shall  invalidate  any  provision  contained  in  any  contract  whereby  the  liability  of 
individual  members  upon  such  contract  is  restricted. 

8.  Creditor  member — Not  to  compete  with  outside  creditor. — No  sum  due  to  any  mem- 
ber of  a  company  in  his  character  of  a  member,  by  way  of  dividends,  profits,  or  other- 
wise, shall  be  deemed  to  be  a  debt  of  the  company  payable  to  such  member  in  a  case 
of  competition  between  himself  and  any  other  creditor  not  being  a  member  of  the 
company,  but  any  such  sum  may  be  taken  into  account  for  the  purpose  of  the  final 
adjustment  of  the  rights  of  the  contributors  among  themselves.4 

SEC.  14.  Liability  for  carrying  on  business  with  less  than  5  members. — If  any  company 
carries  on  business  when  the  number  of  its  members  is  less  than  5  for  a  period  of  6 
months  after  the  number  has  been  so  reduced,  every  person  who  is  a  member  of  sucli 
company  during  the  time  that  it  so  carries  on  business  after  such  period  of  6  months, 
and  is  cognizant  of  the  fact  that  it  is  so  carrying  on  business  with  fewer  than  5  mem- 
bers, shall  be  severally  liable  for  the  payment  of  the  whole  debts  of  the  company 
contracted  during  such  time.5 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

SEC.  15.  Directors  are  liable  for  negligence. — Every  director  shall  be  under  an  obli- 
gation to  the  company  to  use  reasonable  care  and  prudence  in  the  exercise  of  his 
powers  and  duties,  and  shall  be  liable  to  compensate  the  company  for  any  damage 
incurred  by  reason  of  culpable  negligence.6 

SEC.  16.  Directors  not  to  prefer  creditors. — If  any  director  of  the  company  is  know- 
ingly a  party  to  any  undue  or  fraudulent  preference  of  any  of  the  creditors  of  the 
company  he  shall  be  guilty  of  a  misfeasance.7 

1  Companies  act,  1896,  sec.  104,  subd.  9. 

2  Companies  act,  1896,  sec.  113. 
8  Companies  act,  1896,  sec.  6. 

4  Companies  act,  1890,  sec.  39. 
6  Companies  act,  1890,  sec.  49. 

6  Companies  act,  18%,  sec.  116,  subd.  2. 

7  Companies  act,  1896,  sec.  117,  subd.  2. 
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SEC.  17.  Fraudulent  disposition  of  property  not  paid  for. — If  within  4  months  next 
before  the  commencement  of  the  winding  up  of  the  company  which  is  unable  to  pay 
its  debts  any  director  of  the  company  pawns,  pledges,  or  disposes  of,  otherwise  than 
in  the  ordinary  course  of  business,  any  property  which  he  knows  to  have  been 
obtained  by  the  company  on  credit  and  not  to  have  been  paid  for,-  or  is  a  party  to 
any  such  pawning,  pledging,  or  disposition,  he  shall  be  liable  to  indemnify  the  com- 
pany against  any  liability  to  the  vendor  of  the  property  in  excess  of  the  benefit,  if 
any,  which  the  company  has  received  from  the  transaction  and  to  pay  the  amount 
of  that  excess  to  the  vendor.1 

SEC.  18.  Unauthorized  loans. — No  company  shall  directly  or  indirectly  loan  money 
on  the  security  of  its  own  shares  or  debentures,  and  aft  directors,  managers,  and 
officers  who  consent  to  a  violation  of  this  provision  shall  be  jointly  and  severally 
liable  to  repay  and  otherwise  make  good  to  the  company  all  moneys  thus  lent.* 

SEC.  19.  Liability  for  doing  business  before  required  capital  has  been  paid  in. — A  com- 
pany limited  by  shares  shall  not  commence  business  nor  borrow  money  until  one- 
third  of  the  shares  shall  have  been  subscribed  for  and  one-fourth  of  the  subscribed 
capital  shall  have  been  paid  up  in  money  or  money's  worth,  and  a  certificate  of  the 
same  shall  have  been  filed  with  the  registrar-general,  and  if  any  company  commences 
business  contrary  to  this  provision  every  director  and  manager  who  is  a  party  to 
the  contravention  shall  be  fined  not  exceeding  £10  for  each  day  the  contravention 
continues.5 

SEC.  20.  Directors  liable  for  paying  dividends  out  of  capital. — If  any  director  pays,  or 
permits  to  be  paid,  any  dividend,  except  from  the  profits,  he  shall  be  liable  to  the 
creditors  of  the  company  for  the  amount  of  debts  due  them  to  the  extent  of  the  div- 
idends so  paid,  and  shall  also  be  liable  to  fine  or  imprisonment.* 

SEC.  21.  Directors  liable  for  unauthorized  business. — If  any  no-liability  company 
receives  money  on  deposit  from  any  person,  issues  debentures  or  carries  on  business 
as  a  banker  or  as  an  insurance  company,  or  purchases  or  holds  shares  in  any  other 
company  or  society,  every  director  or  manager  who  has  consented  to  the  same  shall 
be  guilty  of  a  misdemeanor,  and  in  addition  thereto  be  jointly  and  severally  liable 
to  pay  the  moneys  so  received  on  depositor  on  such  debentures  or  owing  as  banker 
or  an  insurance  company  and  all  interest  thereon  to  the  person  from  whom  the  same 
shall  have  been  taken,  or  to  whom  the  same  is  owing.5 

SEC.  L'I'.  I/nible  for  noncompliance  with  tax  law. — Every  director  and  manager  of  the 
company  who  knowingly  and  willfully  authorizes  or  permits  a  default  in  complying 
with  the  provisions  of  the  income-tax  act,  1895,6  shall  incur  a  penalty  not  exceeding 
£5  for  each  day.7 

SEC.  23.  Directors  to  call  extraordinary  meeting. — Notwithstanding  anything  in  any 
regulation  of  a  company,  the  directors  shall,  on  the  requisition  of  the  holders  of  not 
less  than  one-tenth  of  the  issued  capital  of  the  company,  forthwith  proceed  to  con- 
vene an  extraordinary  meeting  of  the  company.8 

SEC.  :M.  LinhUitii  for  fraudulent  debt*. — A  director  who  is  a  party  to  the  fraudulent 
creation  of  a  debt  of  the  company,  knowing  that  there  is  no  probable  grounds  that 
the  company  will  be  able  to  discharge  it,  shall  be  personally  liable  therefor. 

SEC.  2o.  Directors  liable  for  f run i hi Ini t  jii-nnfii-rtus. — Every  director  who  willfully  or 
negligently  fails  to  indode  in  a  prospectus9  the  facts  required  by  law,10  or  withholds 
them  from  the  other  directors  of  the  company,  or  states  facts  therein  which  are 
false,"  or  makes  any  written  statement  concerning  the  affairs  of  the  company  which 
is  untrue,"  is  liable  for  damages  caused  thereby. 

SEC.  26.  Duty  of  directors  to  register  mortgages. — It  shall  be  the  duty  of  the  directors 
and  manager  of  a  company  to  cause  to  be  registered  every  mortgage  created  by  such 
company  on  uncalled  or  unpaid  capital  of  the  company,  a  mortgage  for  the  purpose 
of  securing  the  issue  of  any  debentures,  and  a  floating  mortgage  on  the  undertaking 
<>r  projH-rty  of  the  company.15 

SKI.  L'7.  Directors  to  ni' t/:>  r,  turn  of  allotment  of  shares. — When  a  company  limited 
l>y  shares  or  a  no-liability  company  makes  any  allotment  of  shares  the  directors 
and  manager  shall  within  7  days  thereafter  genii  to  the  registrar-general  a  return  of 

i  Companies  act,  1896,  coc.  117.  subd.  3. 
1Companii  K  -•  <•.  4. 

•  Comi»imk"j  net,  1896,  sec.  21. 

*  Companies  act,  1896,  sec.  48,  subd.  2. 
^Companies  act,  1896,  sec.  18,  subd.  1. 
•See  it"  provisions,  post  sees.  55-61. 

» Income  tax  act,  1895,  sec.  48. 
•Companies  act,  1896,  sec.  56,  subd.  1. 
v  See  ante,  sec.  10. 
«°  Companies  net.  1H96,  see.  101. 
11  Companies  net,  18%.  see  111. 
"Companies  net.  IV.K;,  no.  \V1. 
"Companies  net.  1>%.  see.  r>3,  gubds.  1  and  4. 
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the  allotment  stating  the  number  and  nominal  amount  of  the  shares  comprised  in 
the  allotment,  the  names,  addresses,  and  occupations  of  the  allottees  and  the  amount, 
if  any,  paid  on  each  share,  and  the  number  and  amount  of  shares  allotted  as  fully  or 
partly  paid  up  otherwise  than  in  money,  and  in  the  latter  case  the  extent  to  which 
they  are  so  paid  up,  and  in  either  case  the  consideration  for  which  such  shares  have 
been  allotted.  Any  director  or  manager  who  is  guilty  of  a  contravention  of  any  of 
the  provisions  of  this  section  shall  be  liable  to  a  penalty  not  exceeding  £50  for  every 
day  during  which  the  default  continues.1 

SEC.  28.  Directors  to  allow  inspection  of  register. — Directors  shall  not  authorize  or  per- 
mit a  refusal  to  allow  the  register  of  members  to  be  inspected  and  extracts  taken 
therefrom  by  anybody  during  business  hours,  and  if  such  refusal  shall  be  made  they 
shall  be  subject  to  a  penalty  not  exceeding  £2  a  day.  * 

SEC.  29.  Directors  to  forward  papers  to  registrar. — Directors  are  required  to  see  that 
copies  of  all  special  resolutions 3  and  annual  summaries4  are  forwarded  to  the  registrar- 
general,  and  on  default  are  subject  to  a  penalty. 

SEC.  30.  Directors  to  supply  auditor  with  information. — The  directors,  managers,  and 
officers  of  every  company  shall  give  such  information  to  the  auditor  of  the  company 
as  may  be  required  by  him 5  in  the  articles  of  association,  and  is  expressly  sanctioned 
by  an  extraordinary  resolution  of  the  company,  and  any  remuneration  or  gift  not  so 
sanctioned  may  be  recovered  by  the  company  from  the  director  with  such  interest  as 
the  court  may  direct.6 

E. — RESTRICTIONS  ON  DIRECTORS  IN  DEALING  IN  STOCK  AND  OTHERWISE. 

SEC.  31.  Director's  contracts  vvith  company  prohibited. — No  person  who  is  or  during 
the  previous  year  has  been  a  director,  manager,  or  officer  of  a  company  shall,  either 
directly  or  indirectly,  sell  or  dispose  of  any  property  to  such  company  or  its  repre- 
sentatives, or  participate  in  the  profits  of  any  such  sale  or  disposal:  Provided,  (a) 
Nothing  in  this  section  shall  apply  to  the  sale  or  the  disposition  by  any  such 
person  of  any  personal  property  other  than  shares  in  any  company  in  the  ordinary 
course  of  his  trade  or  occupation,  and  no  person  shall  be  deemed  to  contravene  this 
section  by  reason  only  of  his  participating  as  a  shareholder  in  an  incorporated  com- 
pany consisting  of  more  than  12  persons  in  the  profits  of  any  sale  or  disposition  of 
any  property  by  such  company,  (b)  This  section  shall  not  apply  to  any  sale  or 
disposition  in  writing  by  any  person  of  a  business  and  the  assets  thereof  to  any 
company  hereafter  formed  for  the  purpose  of  purchasing  or  acquiring  the  same 
if  there  be  a  prospectus  and  full  particulars  of  the  sale  be  disclosed  therein,  or  if  there 
be  no  prospectus,  such  sale  be  mentioned  in  the  memorandum  of  association,  and 
consent  thereto  be  given  in  writing  by  every  shareholder  of  the  company  at  the  time 
the  contract  of  sale  is  made,  (c)  This  section  shall  not  apply  to  any  sale  where  the 
purchase  by  the  company  has  been  authorized  by  a  special  resolution  prior  thereto, 
and  where  the  notice  of  the  meeting  at  which  such  resolution  was  passed  contained 
full  particulars  of  such  proposed  sale.  Any  person  guilty  of  a  contravention  of  this 
section  shall  be  liable  to  a  penalty  not  exceeding  twice  the  amount  the  company  has 
paid  for  the  property,  and  in  default  of  payment  of  such  penalty  to  be  imprisoned  for 
not  exceeding  2  years.7 

SEC.  32.  Directors  not  to  receive  gifts,  etc. — A  director  may  not  in  consideration  of  his 
becoming  a  director,  or  taking  any  contract,  or  otherwise  acting  in  a  company's  con- 
cerns, or  without  any  such  consideration,  retain  for  his  oVn  use  any  remuneration  or 
gift  in  money,  shares,  or  otherwise  from  any  promoter  of  the  company,  or  from  any 
vendor  or  lessor  to  the  company,  or  from  any  person  contracting  with  the  company, 
or  from  any  person  interested  in  the  fulfillment  by  the  director  of  any  contract  with 
the  company,  unless  the  remuneration  or  gift  is  received  in  pursuance  of  a  power  in 
that  behalf  contained. 

SEC.  33.  Penal  claims  not  to  survive  directors. — The  penalties  and  claims  imposed 
upon  directors  for  breach  of  duties  and  general  misconduct  can  not  be  enforced 
against  their  estate  upon  their  decease. 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 

SEC.'  34.  The  laws  of  Victoria  put  no  restrictions  upon  the  prices  at  which  products 
may  be  sold. 


1  Companies  act,  1896,  sec.  59. 

2  Companies  act,  1890,  sec.  33, 

3  Companies  act,  1890,  sec.  64. 

4  For  its  contents  see  post,  sec.  39,  subd.  15. 
6 Companies  act,  1896,  sec.  32,  subd.  2. 

6  Companies  act,  1896,  sec.  116,  subd.  1. 
'  Companies  act,  1896,  sec.  114. 
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G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

SEC.  35.  Diridettds  confined  to  profits. — No  dividend  shall  be  payable  to  the  share- 
holders of  any  company  except  out  of  the  profits  arising  from  th'e  business  of  such 
company. 

SBC.  36.  Call*  to  be  paid  before  dividends. — No  member  of  a  no-liability  company 
shall  be  entitled  to  a  dividend  upon  any  share  upon  which  a  call  shall  be  due  and 
unpaid.1 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK  IN  OTHER  COMPANIES  OR  THE 
COMBINATION  OF  DIFFERENT  COMPANIES. 

SEC.  37.  Prohibition  on  ou*ning  such  stock. — A  no-liability  company  shall  not  own 
shares  in  any  other  company  or  society.* 

SEC.  38.  Amalgamation  of  companies. — There  seems  to  be  no  law  that  would  prevent 
two  or  more  companies  from  amalgamating  into  one  company. 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

SEC.  39.  List  of  papers  filed  with  registrar-general. — Every  person  may  inspect  the 
documents  kept  by  the  registrar-general  relating  to  companies,  and  may  require  a 
copy  of  any  part  of  them  upon  payment  of  a  sixpence  for  each  folio;*  and  there  must 
be  filed  with  the  registrar-general  "the  following  papers  at  the  following  times,  to  wit: 

1.  In  case  of  a  no-liability  company  a  verified  statement  of  5  shareholders  and 
the  manager  that  the  requirea  part  of  the  capital  has  been  paid  in  before  registration.4 

2.  The  memorandum  of  association 5  at  tune  of  registration.6 

3.  Any  change  made  in  the  memorandum  of  association.7 

4.  In  case  of  a  company  limited  by  guaranty,  articles  of  association  containing 
rules  to  govern  the  company  at  time  of  registration.8 

5.  A  copy  of  the  prospectus*  as  soon  as  it  is  issued.10 

6.  In  case  of  a  company  limited  by  shares,  a  verified  declaration  of  the  number  of 
shaivs,  par  value  of  each,  number  subscribed  for,  amount  paid  on  each,  number  held 
by  each  shareholder,  name  and  address  of  shareholders,  before  commencing  business. " 

7.  Copies  of  all  mortgages,  with  particulars  connected  therewith,  within  30  days 
after  they  are  given.1* 

8.  A  copy  of  the  report18  made  to  shareholders  preceding  the  first  meeting  of  the 
company,  immediately  on  sending  it  to  the  shareholders.14 

9.  A  copy  of  each  extraordinary  resolution  within  15  days  after  its  passage.15 

10.  A  notice  of  the  situation  of  any  branch  office  where  a  branch  register  is  kept, 
and  any  change  therein. 

11.  A  notice  that  the  company  has  consolidated  and  divided  its  capital  into  shares 
of  larger  amounts  than  its  existing  shares,  or  converted  any  portion  of  its  capital 
into  stock.18 

1-.  A  copy  of  any  resolution  reducing  the  capital  of  the  company." 

13.  Annual  balance  sheet.18 

14.  In  case  of  a  company  limited  by  shares  or  a  no-liability  company,  an  allot- 
ment return,  stating  the  number  and  nominal  amount  of  the  shares  com  pnsed  in  the 
allotment,  the  names,  addresses,  and  occupations  of  the  allottees,  the  amount  paid 
on  each  share,  the  number  and  amount  of  shares  allotted  as  fully  or  partly  paid  up, 
and  in  either  case  the  consideration  for  which  such  shares  have  been  allotted.19 

15.  In  case  of  a  company  having  a  capital  divided  into  shares,  an  annual  list  of 
members  showing  the  names,  addresses,  and  occupations  of  all  the  members,  the 

1  Companies  act,  1896,  sec.  5. 

*  Companies  act,  1896,  sec.  17. 
'Companies*  act,  1890,  sec.  19. 

*  Companies*  act,  1X96,  sec.  6.  subd.  a. 
*For  its  con  tents  see  ante,  *•<•• 

•Companies  act,  18%,  sec.  6,  subd.  b,  and  companies  act,  1890,  Bee,  7. 

'Compani. -  art.  !-«..  sec.  82,  subd.  1. 

"Companies  art.  1M)0,  scr.  1 1. 

9  As  to  its  contents  see  ante,  sec.  10. 
it'Companiesaet,  18%.  sec.  103,  subd.  2. 
11  Companies  act,  18%,  so«- .  _'i . 
12 Companies  act,  18%,  sec.  53. 
18  For  its  contents  see  post,  sec.  41 . 
14  Companies  act,  18%,  sec.  66,  subd.  4. 
"Companies  act,  18%,  sec.  67. 
"Companies  act,  1890,  sec.  29. 
"  Companies  art,  1^«;.  srr-  NX  :m-l  \r>. 

'•Companies  art.  1 ->''..  srr.  2C>.     For  v-  <  ' >'ii.  m.x st-e  post,  sec.  43. 
19 Companies  act,  lb%,  sec.  :>y.  Mibd.  1. 
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amount  of  capital  of  the  company  and  the  number  of  shares  into  which  it  is  divided, 
the  number  of  shares  taken  from  the  commencement  of  the  company  up  to  the  date 
of  the  summary  distinguishing  between  the  shares  issued  for  money  and  those 
wholly  or  partly  issued  otherwise  than  for  money,  the  amount  of  calls  made  on  each 
share,  the  total  amount  of  calls  received,  the  total  amount  of  calls  unpaid,  the  total 
amount  of  shares  forfeited,  the  names,  addresses,  and  occupations  of  the  persons  who 
have  ceased  to  be  members  since  the  last  list  was  made,  and  the  number  of  shares 
held  by  each  of  them,1  the  total  amount  of  debt  due  from  the  company  in  respect  of 
all  mortgages  which  require  registration,  the  names  and  addresses  of  the  persons  who 
are  the  directors  of  the  company  at  the  the  date  of  the  summary.2 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

SEC.  40.  Copies  of  memorandum  and  articles  to  be  given  to  members. — A  copy  of  the 
memorandum  of  association3  having  annexed  thereto  the  articles  of  association,4  if 
any,  shall  be  forwarded  to  every  member  at  his  request  on  payment  of  the  sum  of  1 
shilling  or  such  less  sum  as  may  be  prescribed  by  the  company  for  each  copy,  includ- 
ing such  annex  as  aforesaid.  And  if  any  company  makes  default  in  forwarding  said 
papers,  it  shall  incur  a  penalty  not  exceeding  £1  for  each  offense.5 

SEC.  41.  Firxt  report  to  members. — Every  no-liability  company  or  company  limited 
by  shares,  within  2  months  after  the  date  of  its  registration,  shall  hold  a  general 
meeting  of  its  members.  The  directors  shall  at  least  7  days  before  the  meeting  is 
held  forward  to  every  member  of  the  company  a  report  certified  by  not  less  than  2 
directors  of  the  company  and  stating — 

(a)  A  list  of  the  shareholders  with  the  number  of  shares  allotted  to  each,  distin- 
guishing the  shares  allotted  as  fully  or  partly  paid  up  otherwise  than  in  money,  and 
stating  in  the  case  of  shares  partly  paid  up  the  extent  to  which  they  are  so  paid  up, 
and  in  either  case  the  consideration  for  which  they  have  been  allotted; 

(/>)  The  total  amount  of  money  received  by  the  company  in  respect  to  such  shares 
distinguished  as  aforesaid; 

(c)  An  abstract  of  the  receipts  and  payment  of  the  company  to  the  date  of  the 
report  and  an  account  or  estimate  of  the  preliminary  expenses  of  the  company; 

(d)  The  names,  addresses,  and  occupations  of  the  directors,  auditors  (if  any),  and 
manager  (if  any)  of  the  company,  the  dates,  parties,  and  short  purport  or  effect  of 
every  contract,  whether  absolute  or  provisional,  made  with  any  promoter  of,  or  vendor 
to,  or  contractor  with,  the  company,  and  the  amount  or  mode  of  any  payment  made 
or  to  be  made  in  respect  of  any  such  contract  and  not  disclosed  in  the  prospectus, 
and  the  particulars  of  any  proposed  modification  of  any  such  contract;  and 

(/)  That  the  directors  have  not  any  reason  to  question  the  good  faith  of  the  under- 
taking or  the  truth  of  the  statements  in  the  prospectus,  and  that  so  far  as  they  have 
had  an  opportunity  of  judging,  they  are  satisfied  with  the  position  of  the  company 
and  believe  that  the  capital  subscribed  in  good  faith  is  sufficient  for  the  purpose  of 
its  undertaking,  or,  if  they  can  not  so  report,  then  the  conclusions  at  which  they 
have  arrived  with  respect  to  the  position  and  prospects  of  the  company  and  the 
course  which  they  suggest  should  be  taken  by  the  company  with  reference  thereto.6 

SEC.  42.  List  of  members  open  at  meeting. — The  directors  shall  cause  a  list  showing 
the  names,  descriptions,  and  addresses  of  the  members  of  the  company  and  the  num- 
ber of  shares  held  by  them,  respectively,  to  be  produced  at  the  commencement  of 
the  meeting  above  mentioned,  and  to  remain  open  and  accessible  to  any  member 
of  the  company  during  the  continuance  of  the  meeting.7 

SEC.  43.  Annual  balance  sheet. — Every  company  and  the  directors  and  manager  thereof 
shall  cause  to  be  kept  proper  books  of  account,  in  which  shall  be  kept  full,  true,  and 
complete  accounts  of  the  affairs  of  the  company,  and  shall  once  at  least  in  each  year 
and  at  intervals  of  not  more  than  15  months  cause  the  accounts  of  the  company  to  be 
balanced,  and  a  balance  sheet  to  be  prepared,  which  balance  sheet,  after  being  duly 
audited,8  shall  be  laid  before  the  members  of  the  company  in  general  meeting,  and 
shall  cause  a  copy  of  such  balance  sheet  to  be  sent  to  the  registered  address  of  every 
member  of  the  company  at  least  7  days  before  the  meeting  at  which  it  is  to  be  laid 
before  the  members  of  the  company,  and  a  copy  to  be  deposited  at  the  registered 
office  of  the  company  for  the  inspection  of  the  members  and  creditors  of  the  company 

1  Companies  act,  1890,  sec.  27. 

2  Companies  act,  18%,  sec.  22. 

3  For  its  contents,  see  ante,  sec.  8. 

4  See  ante,  sec.  39,  subd.  4. 

B  Companies  act,  1890,  sec.  20. 

6  Companies  act,  18%,  sec.  65,  subds.  1-2. 

7  Companies  act,  18%,  sec.  55,  subd.  5. 

8  See  post,  sees,  45  and  63. 
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during  a  period  of  at  least  7  days  before  the  meeting,  and  shall  cause  to  be  forthwith 
posted  up,  and,  until  the  posting  of  the  next  following  balance  sheet,  kept  posted 
up  a  printed  copy  of  the  same  in  a  conspicuous  place  in  the  registered  office  of  the 
company  and  in  every  branch  office  where  the  business  of  the  company  is  carried 
on,  and  every  creditor  of  or  shareholder  in  the  company,  or  any  person  acting  in 
his  l>ehalf  shall  be  entitled  to  a  copy  thereof  on  the  payment  of  sixpence.1 

The  aforesaid  balance  sheet  "shall  be  in  such  form  as  is  directed  either  by  the 
articles  of  association  or  by  a  resolution  of  the  company,  and  shall  show  in  every  case 
(a)  the  amount  of  share  capital  issued 2  and  the  amount  paid  up  thereon,  distinguish- 
ing the  amount  of  share  capital  paid  up  in  money  and  the  amount  paid  otherwise 
than  in  money  and  the  arrears  of  all  calls  due;  (6)  the  amount  of  debts  due  by  the 
company,  distinguishing  the  amounts  of  mortgages,  debentures,  and  floating  charges 
over  the  general  assets  of  the  company;  (c)  the  amount  of  debts  due  to  the  company 
after  making  a  proper  deduction  for  debts  considered  to  be  bad  or  doubtful;  (d) 
whether  the  assets,  other  than  ^ebts  due  to  the  company,  are  taken  at  cost  price  or 
by  valuation  or  on  what  other  basis  they  are  stated,  and  whether  any,  and  if  so, 
what  amount  or  percentage  has  been  written  off,  and  what  other  provision,  if  any, 
has  been  made  for  depreciation;  (e)  the  actual  amount  of  the  reserve  fund,  if  any, 
and  the  mode  in  which  it  is  used  or'invested,  and  (/)  the  amount  by  which  the 
gross  value  of  the  assets  of  the  company  has  been  increased  since  the  last  balance 
sheet  in  consequence  of  any  increase  in  the  valuation.3 

SEC.  44.  Certificate  of  directors  to  accompany  balance  sheet. — The  aforesaid  balance 
sheet  shall  be  accompanied  by  a  certificate  signed  by  one  or  more  of  the  directors  on 
behalf  of  the  board  stating  that  in  his  or  their  opinion  the  balance  sheet  is  drawn  up 
so  as  to  exhibit  a  correct  view  of  the  state  of  the  company's  affaire.  The  balance 
sheet  shall  be  accompanied  by  a  certificate  of  not  ess  than  2  directors,  that  in  their 
opinion  it  is  correct/ 

SEC.  45.  Report  of  auditor. — The  auditor  shall  examine  the  books  of  the  company 
and  interrogate  the  officers  and  report  in  writing  to  the  members  all  material  infor- 
mation which  they  have  observed  with  regard  to  the  txioks,  accounts,  securities, 
vouchers,  papers,  writings,  and  documents  examined  by  them.8 

L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  THE  EXAMINATION  OF  BOOKS  AND 
OVERSIGHT  OF  BUSINESS. 

SEC-.  4(5.  Accounts  to  be  kept. — The  directors  and  manager  of  every  company  shall 
keep  proper  books  of  account  in  which  shall  be  kept  complete  accounts  of  the  affairs 
and  transactions  of  the  company.6 

SEC.  47.  Special  audit  of  accounts. — On  the  application  of  stockholders  representing 
one-tenth  of  the  shares  issued,  the  court  may  order  a  special  audit  of  the  accounts  of 
the  company.  The  report  shall  show  any  breach  of  duty  connected  with  the  com- 
pany's affairs.7  The  auditor  may  call  upon  anyone  connected  with  the  company  to 
produce  books  and  papers  and  submit  to  an  examination  under  oath. 

SKI.  4S.  Inspector  of  accounts  may  be  appointed. — At  any  time  by  special  resolution 
the  shareholders  may  appoint  an  inspector  who  may  examine  all  the  books  and 
papers  of  the  company  and  interrogate  the  officers  under  oath  concerning  the  affairs 
of  the  company,8  and  report  as  the  shareholders  direct.9  The  courts  may  grant 
similar  relief  on  the  application  of  members  representing  one-fifth  of  the  capital.10 

SKI  .  49.  Inspection  of  register  members. — The  register  of  members,  commencing  from 
tht>  date  of  the  registration  of  the  company,  shall  be  kept  at  the  registered  office  of 
tin-  company  and  shall  during  business  hours  be  open  to  any  member  gratis.11 

SKI.  50.  Inspection  of  register  of  mortgages. — Stockholders  may  inspect  the  company's 
register  of  mortgages  at  all  reasonable  times.12 

SKI  .  51.  Copy  of  special  resolution. — When  no  articles  of  association  have  been  reg- 
istered a  copy  of  any  special  resolution  shall  be  forwarded  in  print  to  any  member 
ivi|ii«'stinir  the  same  on  payment  of  1  shilling  or  such  less  sum  as  the  company  may 
direct.13 

i  Companies  act,  1896,  sec.  24,  subd.  1. 

*See  ante,  sees.  1-3. 

'Companies  act,  1896,  sec.  24,  subd.  2. 

*  Companies  act,  18%,  sec.  24,  subd.  3. 
'Companies  act,  1896,  sec.  33,  subd.  1. 
•Companies  art.  1896,  sec.  24. 

7  Companies  act,  1896,  sees.  37  and  -M). 

*  Companies  act,  1890,  sec.  59. 
•Companies  act.  1S90,  sec.  61. 

'"Cninpanicsart.  1890,  sees.  67-60. 
11  Companies  art.  1S90,  sec.  34. 
'-('Minpnnifs  act.  IV.KI,  sec.  43. 
18  Companies  act.  1890,  sec.  65. 
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SEC.  52.  Papers  with  registrar. — Stockholders  may  inspect  all  the  papers  filed  by  the 
company  with  the  registrar-general.1 

SEC.  53.  Stockholders'  meetings. — A  general  meeting  of  the  company  shall  be  held 
at  least  once  in  every  6  months;2  and  shareholders  representing  one-tenth  of  the 
issued  capital  stock  may  require  the  directors  to  call  an  extraordinary  general  meet- 
ing, and  on  default  of  21  days  may  convene  it  themselves.3 

SEC.  54.  Authority  to  give  mortgages. — No  mortgage  shall  be  created  on  unpaid  cap- 
ital until  previously  authorized  by  special  resolution  of  the  shareholders. 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS. 

SEC.  55.  Rate  of  tax. — The  rate  of  the  income  tax  shall  be  declared  each  year  by  an 
act  of  Parliament.* 

SEC.  56.  Administration  of  tax  law. — The  administration  of  the  tax  law  is  intrusted 
to  a  commissioner,  who  is  bounded  by  oath  and  a  penalty  to  keep  secret  all  informa- 
tion gained  in  the  performance  of  his  duties.5 

SEC.  57.  Report  to  commissioner. — The  governor  in  council  has  power  to  prescribe 
the  forms  of  returns  to  be  furnished  to  the  commissioner  and  the.contents  thereof.6 

SEC.  58.  Inspection  of  books  by  commissioner. — The  commissioner  may  requireall  books 
and  papers  of  the  company  to  be  produced  and  all  its  members  and  officers  to  submit 
to  an  examination  concerning  matters  material  to  the  income  of  the  company.7 

SEC.  59.  Officer  of  foreign  company  in  Victoria. — Every  foreign  corporation  must 
keep  an  officer  in  Victoria  to  perform  for  it  whatever  is  necessary  under  the  tax  law.8 

SEC.  60.  Foreign  corporations,  etc. — In  case  of  a  foreign  corporation,9  or  corporation 
having  its  principal  place  of  business  out  of  Victoria,10  its  income  arising  from  busi- 
ness done  in  Victoria  shall  be  taxed  as  if  it  were  the  income  of  a  resident. 

SEC.  61.  Penalty  for  default  in  complying  with  tax  law. — If  any  company  makes 
default  in  complying  with  any  provision  of  the  income-tax  law,  such  company,  or  the 
public  officer  thereof,  shall,  where  no  other  penalty  is  provided,  incur  a  penalty  not 
exceeding  £5  for  every  day  during  which  such  default  continues;  and  every  director 
and  manager  of  the  company  who  knowingly  and  willfully  authorizes  or  permits  such 
default  shall  incur  the  like  penalty.11 

SEC.  62.  Fees  on  filing  papers. — On  the  filing  of  certain  papers  of  the  company  small 
fees  are  charged  by  the  registrar-general. 

N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

SEC.  63.  Auditor's  qualifications. — Each  company  must  have  an  auditor,12  who  must 
be  neither  manager,  officer,  employee,  nor  creditor  of  the  company,  and  he  must  be 
licensed  by  the  companies  auditors'  board,  which  is  chosen  by  the  governor  in  council.13 

SEC.  64.  Prosecution  of  offenses  rewarded. — Penalties  incurred  under  the  companies 
acts14  may  be  used  in  rewarding  the  person  upon  whose  information  or  at  whose  suit 
the  penalty  has  been  recovered.15 

O. — SPECIAL  LAWS  REGARDING  MONOPOLIES. 
There  is  no  special  law  on  the  subject. 

NEW  SOUTH  WALES. 

The  corporation  laws  of  New  South  Wales  are  substantially  the  same  as  the  general 
corporation  laws  of  New  Zealand.  The  companies  act  of  New  South  Wales  (37  Vic- 
toria, No.  19),  passed  in  1874,  and  the  companies  act,  1882,  of  New  Zealand  (1882, 
No.  35 ) ,  are,  as  to  large  parts,  expressed  in  the  same  words. 

New  South  Wales  also  has  an  act  (60  Victoria,  No.  15)  for  the  incorporation  of 
no-liability  mining  companies.  The  effect  of  it  is  similar  in  general  to  that  of  the 
sections  dealing  with  the  same  subject  in  the  mining  companies  act  of  New  Zealand. 

1  For  list  of  such  papers,  see  ante,  39. 

2  Companies  act,  1890,  sec.  50. 

3  Companies  act,  1896,  sec.  56. 

4  Income-tax  act,  1895,  sec.  5. 
6  Income-tax  act,  1895,  sec.  4. 

6  Income-tax  act,  1895,  sec.  13,  subd.  b. 
'  Income-tax  act,  1895,  sec.  18. 
8  Income-tax  act,  1895,  sec.  11. 
» Income- tax  act,  1895,  sec.  10. 

10  Income-tax  act,  1895,  sec.  16. 

11  Income-tax  act,  1895,  sec.  48. 

12  Concerning  his  duties,  see  ante,  sec.  45. 

13  Companies  act,  1896,  sees.  30  and  31. 

14  For  some  of  the  penalties,  see  ante,  sees.  19,  27,  28,  and  40. 

15  Companies  act,  1890,  sec.  GG. 
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NEW  ZEALAND. 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

Capitalization  is  unlimited. 

There  are  no  restrictions  as  to  the  issue  of  shares  against  property  or  services. 

There  are  no  restrictions  as  to  the  amount  of  shares  which  must  be  subscribed,  or 
as  to  the  amount  of  capital  which  must  be  paid  in  before  the  company  begins  busi- 
ness. On  shares  not  fully  paid  further  payments  may  be  required  by  resolution  of 
the  directors  from  time  to  time.  Under  the  general  act  the  company  may  make 
arrangements  on  the  issue  of  shares  for  a  difference  between  the  holders  of  such 
shares  in  the  amount  of  calls  to  be  paid  and  in  the  time  of  payment  of  such  calls. 
Some  shares  may  be  issued  as  fully  paid  while  others  are  issued  as  partly  paid.1 

B. — METHODS  OF  PROMOTING  AND  LIABILITY  OF  PROMOTERS. 

Under  the  general  act 2  every  prospectus  of  a  company  and  every  notice  inviting 
persons  to  subscribe  for  shares  in  any  joint  stock  company  shall  specify  the  dates 
and  the  names  of  the  parties  to  any  contract  entered  into  by  the  company,  or  the 
promoters,  directors,  or  trustees  thereof,  before  the  issue  of  such  prospectus  or  notice, 
whether  subject  to  adoption  by  the  directors  of  the  company  or  otherwise;  and  any 
prospectus  or  notice  not  specifying  the  same  shall  be  deemed  fraudulent  on  the  part 
of  the  promoters,  directors,  ana  officers  of  the  company  knowingly  issuing  the  same, 
as  regards  any  person  taking  shares  in  the  company  on  the  faith  of  such  prospectus 
unless  he  shall  have  had  notice  of  such  contract.3 

By  the  promoters'  and  directors'  liability  act,  1891,  any  person  who  inserts  in  any 
prospectus  or  notice  inviting  persons  to  subscribe  for  shares  or  debentures  of  a  com- 
pany the  name  of  any  other  person  as  director,  broker,  or  solicitor  without  the 
express  authority  in  writing  of  the  person  whose  name  appears  in  such  prospectus,  is 
guilty  of  a  misdemeanor,  and  punishable  by  imprisonment  for  not  more  than  3  years 
or  a  fine  of  not  more  than  £100.* 

By  the  same  act,  every  promoter  of  a  company  and  every  person  who  has  author- 
ized the  issue  of  a  prospectus  is  liable  to  pay  compensation,  to  all  persons  who  shall 
subscribe  for  any  shares,  debentures,  or  debenture  stock  on  the  faith  of  such  pros- 
pectus or  notice,  for  the  loss  or  damage  they  may  have  sustained  by  reason  of  any 
untrue  statement  in  the  prospectus  or  notice;  with,  however,  saving  clauses — 

As  to  statements  made  on  the  authority  of  an  engineer,  assayer,  accountant,  or 
other  expert,  unless  it  be  proved  that  the  person  complained  of  had  no  reasonable 
ground  to  believe  that  the  person  who  made  the  statement  or  report  relied  on  was 
competent  to  make  it. 

As  to  statements  made  on  the  authority  of  any  official  person  or  official  document. 

As  to  statements  otherwise  founded,  which  the  person  complained  of  had  reason- 
able ground  to  believe,  and  did  believe,  up  to  the  time  of  the  allotment  of  the  shares 
or  debentures,  to  be  true.5 

C. — LIABILITY  OF  STOCKHOLDERS. 

Under  the  general  act  companies  may  be  formed — 

With  liability  of  members  limited  to  the  amount  unpaid  on  their  shares. 

With  liability  limited  to  such  amount  as  the  members  may  respectively  undertake 
by  the  memorandum  of  association  to  contribute  to  the  assets  of  the  company  in  the 
event  of  ite  being  wound  up. 

WITH   UNLIMITED    LIABILITY.8 

The  word  "  liniitfd"  must  be  the  last  word  in  the  name  of  companies  of  the  first 
two  classes.7 


» 1882,  No.  35,  sec.  34. 

*The  companies  act,  1882  (1882,  No.  35),  together  with  the  several  acts  amendatory  of  it,  is  referred 
to  herein  as  the  general  act.  The  mining  companies  act.  iv.u  i  is'.u.  No.  51),  together  with  the  several 
nets  amendatory  of  it,  is  referred  to  herein  us  the  mining  e<mii>aiiirs  ai-t.  1'nder  it  only  companies 
formed  for  minim,1  purposes,  other  than  mining  for  coal,  may  be  formed. 

» 1882,  No.  35,  sec.  23. 

«1891,  No.  5,  sec.  6. 

61891,  No.  5,  8ec.  1. 

•1882.  No.  :'-">,  sees.  6,7. 

'1882,  No.  36,  sec.  8. 
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If  it  appears  to  the  court  on  the  winding  up  of  a  limited  liability  company  that 
the  existing  members  are  unable  to  satisfy  the  contributions  required  to  be  made  by 
them,  persons  who  have  ceased  to  be  members  within  1  year  before  the  commence- 
ment of  the  winding  up  may  be  called  on  to  make  up  the  contributions  due  in  respect 
of  the  shares  which  they  formerly  held:  Provided,  however,  That  such  persons  shall 
not  be  called  on  to  contribute  in  respect  of  any  debt  or  liability  of  the  company  con- 
tracted after  they  ceased  to  be  members.1 

No  company-  may  carry  on  business  with  less  than  7  members.  If  any  company 
does  so  for  6  months,  every  member  who  is  cognizant  of  the  fact  is  liable  for  the  whole 
debte  of  the  company  contracted  while  the  company  had  less  than  7  members.2 

In  companies  formed  under  the  mining  companies  act,  a  shareholder  is  liable  for 
the  amount  unpaid  on  his  shares,  so  long  as  the  shares  are  registered  in  his  name. 
Such  companies  must  add  the  word  "limited"  to  their  names. 

A  separate  part  of  this  act  provides  for  the  formation  of  "no-liability"  companies. 
The  words  "no  liability,"  instead  of  the  word  "limited,"  are  to  be  added  as  a  part 
of  the  name  of  every  such  company.  Five  per  cent  of  the  subscribed  capital  must 
be  paid  in  before  the  company  is  registered.  No  liability  whatever  is  incurred  by 
holding  any  shares  in  such  a  company;  but  any  share  upon  which  a  call,  not  exceed- 
ing the  amount  unpaid  upon  such  share,  shall  not  be  paid  within  14  days,  is  forfeited, 
and  shall  be  sold  at  public  auction.  The  proceeds  are  to  be  applied  in  payment  of 
the  call  unpaid  thereon,  and  of  the  expense  of  sale;  and  the  balance,  if  any,  is  to  be 
paid  to  the  shareholder,  on  the  surrender  of  the  scrip  which  represented  the  forfeited 
share.4 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

Section  23  of  the  companies  act,  1882,  quoted  above  under  B,  involves  directors  as 
well  as  promoters. 

Directors  are  subject  to  the  same  liabilities  as  promoters  under  the  promoters'  and 
directors'  liability  act,  1891. 

Directors  are  liable  to  penalties  if  their  companies  fail  to  comply  with  various  regu- 
lations, some  of  which  are  referred  to  below  under  I  and  N. 

If  any  director  of  a  company  formed  under  the  mining  companies  act  pays  or  will- 
fully permits  to  be  paid  any  dividend  otherwise  than  out  of  profits,  he  is  liable  to  a 
penalty  of  not  less  than  £100  nor  more  than  £500,  and  in  default  of  payment  to 
imprisonment  for  not  less  than  3  nor  more  than  12  months;  and  he  is  also  liable  to 
the  creditors  of  the  company  for  the  amount  of  the  debts  due  by  the  company  to 
them,  respectively,  to  the  extent  that  the  dividends  so  paid  shall  have  exceeded  the 
profits.5 

In  every  case  where  a  debt  is  incurred  by  a  no-liability  company,  the  directors  by 
whose  authority  such  debt  was  incurred  are  personally  liable,  jointly  and  severally, 
for  the  payment  thereof:  Provided,  That  no  director  shall  be  liable  under  this  section 
in  respect  of  any  debt  which  he  proves  was  incurred  without  his  knowledge,  or,  if 
with  his  knowledge,  then  without  his  consent  and  in  spite  of  his  protest  made  in 
writing  at  the  time.* 

E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS  AND  OTHERWISE. 

There  are  no  restrictions  upon  directors  in  dealing  in  stocks.  The  mining  com- 
panies act  provides  that  "no  manager  or  secretary  of  any  mining  company  shall 
carry  on  business  or  act  as  a  share  broker  for  the  sale  or  disposal  in  any  way  of 
shares  in  mining  companies  liable  to  the  provisions  of  this  act." 7 

The  general  act  contains  the  following  provisions,  which  any  company  may,  how- 
ever, dispense  with  by  its  articles  of  accociation:  The  office  of  director  shall  be 
vacated — 

If  he  holds  any  other  office  or  place  of  profit  under  the  company. 

If  he  becomes  bankrupt  or  insolvent. 

If  he  is  concerned  in  or  participates  in  the  profits  of  any  contract  with  the  company. 

If  he  participates  in  the  profits  of  any  work  done  for  the  company. 

But  the  above  rules  shall  be  subject  to  the  following  exceptions:  That  no  director 
shall  vacate  his  office  by  reason  of  his  being  a  member  of  any  company  which  has 

1 1882,  No.  36,  sec.  71. 
21882,  No.  36,  sec.  82. 
81894,  No.  61,  sees.  66,  67. 
*1894,  No.  61,  sees.  129, 130. 
61894,  No.  61,  sec.  65. 
«1897,  No.  18,  sec.  6. 
U894,  No.  51,  sec.  24. 
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entered  into  contracts  with  or  done  any  work  for  the  company  of  which  he  is 
director;  nevertheless  he  shall  not  vote  in  respect  of  such  contract  or  work,  and  if  he 
does  so  vote  his  vote  shall  not  be  counted.1 

Under  the  mining  companies  act  no  person  shall  be  eligible  for  election  as  director 
of  a  company  or  shall  be  qualified  to  act  as  such — 

(1)  If  he  shall  hold  any  office  or  place  of  profit  under  the  company. 

(2)  Jf  he  shall  be  in  the  pay  or  employment,  for  valuable  consideration,  of  the 
company. 

(3)  If  he  shall  be  concerned  in  or  participate  in  the  profits  of  any  contract  with  the 
company. 

(4 )  Ir  he  shall  be  indebted  to  the  company  in  any  sum  due  in  respect  of  any  shares 
held  by  him. 

(5)  In  respect  of  any  gold-mining  company,  if  he  shall  be  a  sharebroker.2 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 
There  are  no  regulations  on  this  subject. 

G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

The  general  act  contains  no  regulations  as  to  dividends. 

The  mining  companies  act  provides,  as  to  companies  formed  under  it,  that  no  divi- 
dend shall  be  payable  to  the  shareholders  of  any  company  except  out  of  the  profits 
arising  from  the  business  of  such  company.3  Directors  who  pay  a  dividend  other- 
wise than  out  of  such  profits  are  liable  to  the  penalties  recited  above,  under  (d). 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK  IN  OTHER  CORPORATIONS,  OR 
THE  COMBINATION  OF  DIFFERENT  CORPORATIONS. 

The  general  act  does  not  refer  to  these  subjects. 

The  mining  companies  act  provides  that  a  company  organized  under  it  may  sell  the 
whole  of  its  rights,  privileges,  property,  and  effects  (other  than  uncalled  capital) ,  pro- 
vided the  rights  of  creditors  are  not  prejudicially  affected;  and  these  provisions  are 
specifically  extended  to  any  contract  to  sell  to  an  existing  company,  and  also  to  any 
contract  with  any  person  to  sell  to  a  new  company  to  be  formed  or  promoted  by  such 
person,1 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

The  general  act  provides  for  the  appointment  by  the  governor  of  a  registrar  of  joint 
stock  companies.  In  his  office  (or  in  the  office  of  an  assistant  registrar)  each  com- 
pany is  to  file  its  memorandum  of  association  and  its  articles  of  association,  if  any. 
(The  term  articles  of  association  corresponds  substantially  with  the  term  by-laws,  as 
used  in  the  United  States. )  In  the  registrar's  office,  also,  the  several  reports  required 
to  be  made  to  the  Government  are  to  be  filed.4 

Every  company  must  have  a  registered  office,  to  which  all  communications  and 
notices  may  be  addressed.  A  company  carrying  on  business  without  such  office,  or 
without  having  notified  the  registrar  of  its  situation,  is  liable  to  a  penalty  not  exceed- 
ing £5  per  day  during  the  period  of  such  default.8 

Under  a  like  penalty,  to  be  incurred  both  by  the  company  and,  individually,  by 
every  director  and  manager  who  shall  knowingly  and  willfully  authorize  or  ]>ermit 
such  default,  every  company  having  a  capital  divided  into  shares  must  forward  to 
the  registrar  annually  a  list  of  all  inemlHjrs  of  the  company,  giving  their  names, 
addnws,  and  occupations,  and  also  a  summary  specifying  the  following  j>articulars: 

( 1)  The  amount  of  the  capital  of  the  company  and  the  number  of  shares  into  which 
it  is  divided. 

(2)  The  number  of  sham  taken  from  the  commencement  of  the  company  up  to 
the  (late  of  the  summary. 

(3)  The  amount  of  calls  made  on  each  share. 

(4)  The  total  amount  of  calls  received. 
(3)  The  total  amount  of  calls  unpaid. 

(6)  The  total  amount  of  shares  forfeited. 

(7)  The  names,  addresses,  and  occupations  of  the  persons  who  have  ceased  to  be 
members  since  the  last  list  was  made,  and  the  number  of  shares  held  by  each  of  them.7 


1 1882,  No.  35,  sec.  19,  and  first  schedule,  Table  A,  subd.  57. 

-iv.ll.    NO.  M,  SUC.  20. 

:']s'.U.  No.  r.l.  sec.  64. 

<  is'.i:>.  No.  •_•:..  sec.  :i:  ism;.  No.  :u.  SIT.  fi. 

6 1882,  No.  :v>.  MM.  '-'I.  'j:i7. 

HXVJ.  No  :r,.  srrs.  71.  75. 

' 1882,  No.  35,  sec.  36. 
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Every  person  may  inspect  the  documents  kept  by  the  registrar  on  payment  of  the 
fee  prescribed  for  each  inspection.1 

A  company  formed  under  the  mining  companies  act  is  under  the  supervision  of 
the  registrar  of  the  supreme  court  for  the  supreme  court  district  within  which  it  is 
proposed  to  carry  on  operations.2 

Such  a  company  must  have  a  registered  office,  under  the  same  penalty  as  a  com- 
pany organized  under  the  general  act.  Such  office  must  be  accessible  to  the  public 
for  not  less  than  4  hours  on  some  days,  not  less  than  2  in  each  week,  to  be  fixed  by 
the  rules  of  the  company.3 

The  majority  in  number  and  value  of  the  shareholders  of  such  company  may  make 
and  alter  the  rules  for  the  management  and  purposes  of  the  company,  and  a  copy  of 
every  rule  made  or  altered  is  immediately  to  be  filed  in  the  office  of  the  registrar.4 

The  directors  of  every  such  company  must  cause  half-yearly  statements  of  its  affairs 
and  transactions  to  be  made,  and  a  printed  copy  of  such  statement  must  be  forthwith 
served  upon  the  registrar,  accompanied  by  a  statutory  declaration  verifying  the  same.5 

The  manager  of  every  company  under  this  act  shall  in  the  month  of  January  in 
each  year  make  out  a  true  and  faithful  statement  of  the  affairs  of  each  company  up 
to  the  31st  day  of  December  of  the  preceding  year,  accompanied  by  a  statutory  decla- 
ration verifying  the  same;  and  shall  also  in  the  same  month  in  each  year  publish 
such  statement  in  the  Gazette,  and  send  a  copy  of  such  statement  by  post  to  each  and 
every  person  whose  name  appears  on  the  share  register.  Default  subjects  the  man- 
ager to  a  penalty  not  exceeding  £5  for  every  day  during  which  such  default  continues.6 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

The  general  act  does  not  require  any  report  to  shareholders. 

In  the  case  of  companies  formed  under  the  mining  companies  act,  the  directors 
must  lodge  at  the  company's  office,  for  the  inspection  of  shareholders  in  and  credi- 
tors of  the  company,  not  less  than  one  week  before  the  day  for  holding  a  general 
meeting  of  the  company  (which  must  be  held  semiannually) ,  a  full  and  true  report 
of  the  state  and  prospects  and  of  the  assets  and  liabilities  of  the  company.7 

The  manager  or  secretary  of  every  such  company  shall,  as  early  as  possible  after 
the  30th  day  of  June  and  the  31st  day  of  September  in  each  year,  make  out  a  true 
and  faithful  statement  setting  forth  the  names  of  all  shareholders  whose  calls  are  in 
arrears,  with  the  amounts  owing  by  each  set  against  their  respective  names;  and 
shall,  within  30  days  next  after  the  aforesaid  days,  respectively,  transmit  a  copy  of 
such  statement  as  aforesaid  to  each  shareholder  in  the  company.  For  default,  the 
manager  or  secretary  is  liable  to  a  penalty  not  exceeding  £20;  and  for  any  false 
statement,  to  imprisonment,  with  or  without  hard  labor,  for  not  more  than  2  years.8 

L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  AND  OVER- 
SIGHT OF  BUSINESS. 

The  statutory  powers  which  are  given  to  shareholders  are  given  also  in  many 
cases  to  creditors  or  even  to  the  general  public. 

Under  the  general  law  the  register  of  members  must  be  kept  at  the  registered  office 
of  the  company,  and  must  be  opened  during  reasonable  hours  daily  to  the  inspection 
of  any  member  gratis,  and  to  the  inspection  of  any  other  person  on  the  payment  of 
1  shilling,  or  such  less  sum  as  the  company  may  prescribe  for  each  inspection. 

Every  such  member  or  other  person  may  acquire  a  copy  of  such  register  or  any 
part  thereof,  or  of  such  list  or  summary  of  members  as  is  hereinbefore  mentioned, 
on  payment  of  6  pence  for  every  100  words  required  to  be  copied.  For  refusal  of 
such  inspection  or  copy,  the  company  incurs  for  each  refusal  a  penalty  not  exceed- 
ing £5,  and  a  further  penalty  not  exceeding  £2  for  every  day  during  which  such 
refusal  continues,  and  every  director  and  manager  of  the  company  who  knowingly 
authorizes  or  permits  such  refusal  incurs  the  like  penalty;  and,  in  addition  to  these 
penalties,  any  judge  of  the  supreme  court  sitting  in  chambers  may,  by  order,  compel 
an  immediate  inspection  of  the  register.9 

Every  limited  company  under  the  general  act  must  keep  a  register  of  all  mortgages 

1 1882,  No.  35,  sec.  242. 

21894,  No.  51,  sec.  4. 

»1894,  No.  51,  sec.  9. 

41894,  No.  51,  sec.  12. 

61894,  No.  51,  sec.  32. 

«1894,  No.  51,  sees.  35,  36. 

*1894,  No.  51,  sec.  21. 

81894,  No.  51,  sec.  30.    See  also  the  last  paragraph  under  (I)  above. 

» 1882,  No.  35,  sec.  42. 
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and  charges  specifically  affecting  the  property  of  the  company,  and  such  register 
must  be  open  to  inspection  by  any  creditor  or  member  of  the  company  at  all 
reasonable  times.1 

The  supreme  court  or  any  judge  thereof  may  appoint  inspectors  to  examine  into 
the  affairs  of  any  company  formed  under  the  general  act  on  the  application,  in  the 
case  of  a  company  that  has  a  capital  divided  into  shares,  of  members  holding  not  less 
than  one-fifth  part  of  the  shares  issued.  The  application  shall  be  supported  by  such 
evidence  as  the  court  or  the  judge  may  require,  to  show  that  the  applicants  have 
good  reason  for  requiring  the  investigation  and  that  they  are  not  actuated  by  mali- 
cious motives.  Security  for  the  cost  of  the  inquiry  may  also  be  required. 

The  inspectors  have  authority  to  examine  the  officers  and  agents  of  the  company 
under  oath  with  regard  to  its  business,  and  to  examine  all  its  books  and  documents. 
If  any  officer  refuses  to  answer  anv  question  relating  to  the  affairs  of  the  company, 
or  to  produce  any  of  its  books  in  his  custody  or  power,  he  incurs  a  penalty  not 
exceeding  £5  for  each  offense. 

The  inspectors  report  to  the  court  or  judge.  A  copy  of  the  report  is  forwarded  to 
the  registered  office  of  the  company,  and  another  is  delivered  to  the  members  who 
made  the  application. 

The  expenses  of  the  examination  are  to  be  paid  by  the  members  who  made  the 
application,  unless  the  court  or  judge  orders  them  to  be  paid  by  the  company.* 

In  companies  formed  under  the  mining  companies  act  books  of  account  and  such 
statement  (the  half-yearly  statement  of  the  directors,  referred  to  above  under  I), 
verified  by  the  statutory  declaration  of  the  manager,  shall  during  the  hours  be  open 
to  the  inspection  of  the  shareholders  in  and  creditors  of  the  company.  For  the 
inspection  of  any  such  accounts  or  statement  there  shall  be  paid  1  shilling  to  the 
manager  for  the  benefit  of  the  company.  A  copy  of  any  such  statement  or  of  such 
accounts  may  be  obtained  by  any  creditor  or  any  shareholder  for  a  fee  of  10  shillings.8 

The  register  of  shareholders  is  to  be  open  at  all  times,  free  of  charge,  to  the  inspec- 
tion of  creditors  or  shareholders.  It  is  to  contain — 

(1)  The  names  and  addresses  and,  if  known,  the  occupations  of  the  shareholders 
in  the  company; 

(2)  The  shares  held  by  each  shareholder,  distinguishing  each  share  by  its  number, 
and  the  amount  paid  or  (if  any)  agreed  to  be  considered  as  paid  on  the  shares  of 
each  shareholder; 

(3)  The  date  at  which  the  name  of  any  person  was  entered  in  the  register  as  a 
member  and  the  date  at  which  any  person  ceased  to  be  a  member.* 

M. — METHODS  OF  TAXATION  OK  CORPORATIONS.* 

On  the  organization  of  a  company  under  the  general  act  there  is  payable  a  regis- 
tration fee  as  follows: 

£    ».    d. 

For  a  company  whose  nominal  capital  does  not  exceed  £2,000 500 

For  every  £1,000  or  fraction  thereof  of  nominal  capital  after  the  first  £2,000 

up  to  £6,000 100 

For  every  £1,000  or  fraction  thereof  of  nominal  capital  after  the  first 

£5,000  up  to  £100,000 050 

For  every  £1,000  or  fraction  thereof  of  nominal  capital  after  the  first 

£100,000 010 

Further  stamp  duties  as  follows: 

On  the  memorandum  of  association,  10  shillings. 

On  the  articles  of  association,  10  shillings. 

On  the  certificate  of  incorporation,  £5.' 

Every  chartered,  incorporated,  or  joint  stock  company  carrying  on  business  in 
New  Zealand  is  required  to  pay  an  annual  license  fee  of  1  shilling  for  each  $100  of 
nominal  capital,  but  not  more  than  £200  for  any  one  license.  The  following,  how- 
ever, are  exempt:  All  companies  or  associations  form'ed  for  any  of  the  following 
purposes  exclusively: 

(1)  Owning  and  working  manufactories,  ironworks,  implement  and  machine 
works,  flour,  thrashing,  or  raw  mills,  or  works  for  the  cultivation,  preparation,  or 
dressing  of  phormium  tenax. 

1 1882,  No.  35,  sec.  78. 

*1882,  No.  35,  sees.  90-93. 

» 1894,  No.  51,  sec.  33. 

«1894,  No.  51,  sees.  43,  44. 

&1882,  No.  a=>.  first  schedule,  Table  C. 

«1S>J.  No.  :15.  sees.  11.  -X.  245:  1XS2,  No.  16  (the  Ktampact,  1882),  third  schedule. 
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2)  Carrying  on  whaling  or  sealing. 

3)  Carriage  of  passengers  or  goods  by  land  or  water. 

4)  Towing  vessels  or  barges,  or  landing  cargo  and  passengers. 

(5)  Working  mines  or  quarries,  and  selling  coal,  stone,  or  lime. 

(6)  Owning  and  letting  or  conducting  halls  or  buildings  for  public  meetings  or 
entertainments,  or  for  conducting  or  managing  grounds,  buildings,  or  other  places 
of  public  recreation  or  amusement. 

(7)  Owning  or  working  slips  or  docks  for  building  or  repairing  ships. 

(8)  Preserving  meat,  or  boiling  down  carcasses  of  animals  for  tallow  or  otherwise. 

(9)  The  introduction  and  settlement  of  immigrants. 

(10)  Carrying  on  the  business  of  friendly  societies. 

(11)  Formed  for  mining  purposes.1 

The  sale  of  shares  is  subject  to  a  stamp  duty  of  Is.  if  the  purchase  money  does  not 
exceed  £20,  2s.  6d.  if  it  exceeds  £20  and  does  not  exceed  £50,  and  2s.  6d.  for  each 
additional  £50  or  fraction  thereof.  Upon  any  transfer  of  shares  not  an  actual  sale 
the  stamp  duty  is  10s.2 

There  are  no  other  special  taxes  upon  companies.  Companies  are  subject  to  taxa- 
tion, nearly  in  the  same  way  as  individuals,  under  the  land  and  income  assessment 
acts. 

N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

Under  a  penalty  not  exceeding  £5  for  every  day  of  default,  every  limited  company 
formed  under  the  general  act  must  keep  its  name  painted  or  affixed  on  the  outside 
of  every  office  or  place  in  which  the  business  of  the  company  is  carried  on  in  a  con- 
spicuous position  in  letters  easily  legible.3 

Any  company  formed  under  this  act  may  reduce  its  capital  by  special  resolution; 
but  no  such  resolution  shall  come  into  operation  until  an  order  of  the  supreme  couit 
has  been  obtained  and  registered  by  the  registrar.  Such  order  is  granted  on  petition 
and  after  a  hearing.  Creditors  may  appear  and  object,  and  the  court  may  sanction 
the  reduction  of  capital,  notwithstanding  such  objection,  only  if  the  debts  of  object- 
ing creditors  are  discharged  or  a  sufficient  sum  is  set  apart  for  discharging  them. 
When  a  company  has  reduced  its  capital  it  shall  add  to  its  name,  until  such  date  as 
the  court  may  fix,  the  words  "and  reduced;"  and  such  words  shall  until  such  date 
be  the  last  words  of  its  name.4 

The  mining  companies  act  provides  that  the  colonial  treasurer  may  prescribe  the 
form  in  which  the  books  of  account  and  half-yearly  statement  of  every  company 
formed  under  it  shall  be  kept.5 

On  the  application  of  one-third  in  number,  representing  one-sixth  in  value,  of 
the  shareholders  of  any  such  company  the  governor  may  order  the  accounts  of  any 
such  company  to  be  audited  by  the  audit  office;  and  the  audit  office  shall  have  the 
same  powers  in  respect  of  the  moneys  and  accounts  of  every  such  mining  company, 
and  of  all  persons  dealing  therewith  and  liable  to  account  for  same,  as  it  has  in 
respect  of  the  public  moneys,  and  all  persons  dealing  therewith,  under  the  pro- 
visions of  the  public  revenues  act  of  1891.6 

O. — SPECIAL  LAWS  REGARDING  MONOPOLIES. 
There  are  no  special  laws  regarding  monopolies. 

» 1882,  No.  16,  third  schedule. 
«1882,  No.  16,  third  schedule. 
*  1882,  No.  35,  sees.  76,  77. 
« 1882,  No.  35,  sees.  48,  51. 
6 1894,  No.  51,  sec.  33. 
« 1894,  No.  51,  sec.  37. 


CHAPTER  IV. 

GERMANY.1 

A. — CAPITALIZATION — METHODS  OF  PAYING  IN  CAPITAL. 

(1)  The  articles  of  incorporation  (Gesellschaftsvertrag)  of  the  proposed  company 
must  be  published  (by  at  least  5  persons  who  take  shares)  in  the  form  of  a  state- 
ment sworn  to  before  a  judge  or  notary.  This  statement  must  be  inserted  in  public 
papers  and  in  the  Reichsanzeiger.2  After  these  formalities  have  been  complied  with 
the  company,  represented  by  its  promoters,  board  of  directors,  and  council  of  super- 
vision, must  apply  to  the  court  of  the  district  in  which  it  is  located  for  entrance  in 
the  business  registry  ( Handelsregister) .  Its  application  must  be  accompanied  by  ite 
articles  of  incorporation  and  (see  note  following)  all  other  papers  and  documents 
regarding  its  founding.  (H.  G.  B.,  195.)  If  the  promoters  of  the  company  have 
not  subscribed  for  all  the  shares,  the  court  of  the  district  must  call  and  preside  over 
a  general  meeting  of  the  company  to  take  action  regarding  ite  final  constitution.  If 
one-fourth  of  the  shareholders,  representing  at  least  one-fourth  of  the  share  capital, 
vote  in  approval  of  the  incorporation  of  the  company  at  this  meeting:,  the  company 
is  duly  entered  in  the  business  registry.  All  documents  in  connection  with  it  are 
published  at  the  same  time  and  exhibited  for  public  inspection  at  the  court.  With 
tin-  registry  of  the  company  it  becomes  qualified  to  transact  business.  (H.  G.  B., 
196-201.) 

A  detailed  list  of  the  papers  which  must  be  submitted  in  order  to  secure  the  entry 
of  the  company  in  the  business  registry  is  as  follows: 

1.  The  articles  of  incorporation   and  the  sworn  statement  of  5  persons  taking 
shares  regarding  it.     This  sworn  statement  must  give  the  amount,  and  if  different 
classes  of  shares  are  issued,  the  kind  taken  by  each.     The  articles  of  incorporation 
must  state: 

(a)  The  firm  name  and  location  of  the  company, 
(fc    The  object  of  the  undertaking. 

The  amount  of  share  capital  and  of  the  separate  shares. 

The  method  of  electing  and  constitution  of  the  board  of  directors. 

The  manner  in  which  the  general  meeting  of  shareholders  is  called. 
(/)  The  manner  in  which  notices  emanating  from  the  company  are  to  l>e  published. 

2.  In  addition  to  the  above  the  articles  of  incorporation  must  contain  a  state- 
ment of  all  special  advantages  granted  to  individual  shareholders  and  the  names  of 
the  persons  thus  favored.    They  must  also  contain  a  statement,  in  case  shares  are 
issued  for  other  than  cash  contributions,  of  the  nature  of  such  contributions,  the 
{K-rsons  making  them,  and  the  number  of  shares  issued  therefor.     Promoters  must 
make  a   written  report  regarding  such  noncafh  contributions,  the  circumstances 
which  determined  the  number  of  shares  issued  therefor,  the  legal  steps  taken  to 
secure  such  contributions,  the  market  costs  and  costs  of  improvements  (of  property 
so  acquired)  for  the  preceding  two  years,  and  further,  in  case  of  the  acquisition  of  a 
business  by  the  company,  the  profits  of  the  business  for  the  same  length  of  time. 
The  total  amount  expended  in  founding  the  company  must  appear  in  the  articles  of 
incorporation.     In  addition  to  this  a  detailed  account  of  all  such  expenses  showing 
persons  receiving  and  the  amount  and  kind  of  compensation  paid  them  must  be 
made  out.     All  the  above  papers  must  be  presented  in  applying  for  registry. 

3.  If  all  shares  are  not  subscribed  for  by  the  promoters,  a  duplicate  certified  list 
of  shares  must  be  presented,  and  also  a  list  signed  by  the  promoters  of  all  sharehold- 
ers, showing  the  snares  taken  by  each  and  payments  made  upon  each  share. 

1  Digested  by  Robert  C.  Brooks. 

*  HfuiiU'lsjjesetzbuch,  par.  182.  References  are  to  paragrapha  of  the  Haiidelagesetzbuch.  (German 
Commercial  Code.) 
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4.  The  original  resolution  regarding  the  election  of  the  board  of  directors  and 
council  of  supervision. 

5.  The  report  made  by  the  board  of  directors  and  council  of  supervision,  and  also 
by  revisers  in  case  revisers  are  appointed,  on  their  examination  into  the  steps  taken 
in  founding  the  company,  together  with  all  materials  on  which  their  reports  are 
based.     If  revisers  were  called  in  to  make  a  report,  evidence  must  also  be  given  that 
the  revisers'  report  was  sent  to  the  body  representing  the  business  interests  of  the 
district  which  appointed  the  revisers.     (See  under  L.) 

6.  If  the  business  is  one  that  requires  the  approval  of  the  State,  or  in  case  shares 
for  small  amounts  are  issued,  necessitating  the  approval  of  the  State,  the  document 
conveying  such  approval  must  also  be  submitted. 

Finally,  the  application  for  registry  must  contain  the  declaration  that  in  case  of 
noncash  shares  the  contributions  have  been  fully  paid  in  and  are  in  possession  of  the 
board  of  directors,  and  that  in  case  of  cash  shares  at  least  one-fourth  of  the  face  value 
has  been  paid  in.  (In  case  of  shares  issued  for  more  than  their  face  value  the  excess 
above  the  face  value  must  be  paid  in,  as  well  as  one-fourth  of  the  face  value. )  Mem- 
bers of  the  board  of  directors  must  sign  their  names,  and  these  signatures  are  to  be 
preserved  by  the  court.  The  court  preserves  all  the  above  documents,  either  in  the 
original  or  in  certified  copies.  (H.  G.  B.,  195.) 

(2)  Shares  must  nominally  have  a  face  value  of  1,000  marks  ($250).     In  case  of 
some  particular  local  need,  however,  the  Bundesrath  may  authorize  companies  whose 
business  would  promote  the  general  welfare  to  issue  shares  at  lower  amounts,  not 
less  than  200  marks  ($50),  however.     If  the  Empire  or  a  single  State  or  a  local  gov- 
ernment corporation  guarantees  unconditionally  a  certain  return  on  the  shares  of  an 
undertaking,  the  same  privilege  may  be  accorded  to  it.  .  In  such  cases  shares  must  be 
issued  in  the  name  of  the  owner.     Finally,  shares  may  be  issued  by  any  company  in 
amounts  between  1,000  and  200  marks  ($250  and  $50),  provided  they  are  entered  in 
the  name  of  the  owner  and  are  made  nonnegotiable  without  the  consent  of  the  com- 
pany.    (H.  G.  B.,  180.)     The  negotiation  of  all  shares  issued  in  accordance  with 
this  last  provision  can  only  be  accomplished  by  means  of  a  declaration  sworn  to 
before  a  notary  or  judge.     (H.  G.  B.,  222;  Abs.  4. )     All  shares  made  out  in  the  nam,e 
of  the  owner  must  be  entered  in  the  company's  share  book,  with  an  exact  statement 
of  the  name,  residence,  and  business  of  the  owner.     Except  in  the  case  noted  above 
they  may  be  transferred  without  the  consent  of  the  company  unless  its  charter  and 
by-laws  provide  to  the  contrary.     Such  transfers  are  made  by  indorsement,  subject 
to  the  regulations  regarding  stocks.    (Arts.  11-13;  art.  36,  sentences  1-4;  art.  74. )    The 
above  provisions  hold  also  with  regard  to  the  transfer  of  preliminary  stock  certifi- 
cates.    (H.  G.  B.,  222.)     Notices  of  all  transfers  of  owner  shares  or  preliminary 
stock  certificates  must  be  entered  in  the  company's  share  book,  but  the  company  is 
not  obliged  to  examine  into  the  validity  of  such  transfers.     In  relation  to  the  com- 
pany only  those  are  counted  shareholders  who  are  entered  in  the  company's  share 
book  as  such.     (H.  G.  B.,  223. ) 

(3)  Shares  are  indivisible.     If  issued  before  fully  paid  up,  they  must  be  entered 
in  the  name  of  the  owner.     (H.  G.  B.,  179.)     Shares  may  not  be  issued  for  a  less 
amount  than  their  face  value,  but  may  be  issued  for  more  if  authority  to  do  so  is 
given  in  the  by-laws.     (H.  G.  B.,  184.)     Different  classes  of  shares  to  which  dif- 
ferent rights  are  assigned,  especially  in  regard  to  the  distribution  of  profits  or  com- 
pany property,  may  be  issued  if  the  by-laws  of  the  company  authorize  it.     ( H .  G.  B. , 
par.  185. )     Every  special  advantage  granted  to  individual  shareholders  must  be 
stated  in  the  articles  of  incorporation,  together  with  the  name  of  the  shareholders  so 
favored.     (H.  G.  B.,  186.)     Amounts  realized  from  the  sale  of  such  special  privi- 
leges go  to  the  reserve  fund  unless  it  was  previously  determined  to  use  them  for  extra- 
ordinary purposes  or  to  cover  extraordinary  losses.    (H.  G.  B.,  262.)     One-fourth 
of  the  face  value  of  shares  must  be  paid  in  before  the  company  can  be  entered  in  the 
business  registry.     (H.  G.  B.,  195.)     See  paragraph  1  above. 

(4)  Shareholders  who  do  not  pay  installments  on  their  shares  when  they  fall  due 
must  pay  interest  on  the  installments  due  from  that  time  till  the  payment  is  finally 
made.     They  may  also  be  held  liable  for  any  damage  arising  from  their  delinquency. 
Further  penalties  may  be  imposed  in  accordance  with  the  charter  and  by-laws. 
(H.  G.  B.,  218.)     Further,  in  cases  of  nonpayment,  a  term  may  be  set  of  at  least 
three  months  in  length,  and  at  the  expiration  of  this  term,  and  after  notice  has 
been  formally  given  the  delinquents  three  times,  they  may  be  declared  to  have  for- 
feited their  right  to  participate  in  the  company  and   the  payments  they   have 
already  made  upon  their  shares.     (H.  G.  B.,  219. )     The  excluded  shareholders  never- 
theless still  remain  liable  for  amounts  remaining  due,  and  after  them  recourse  may 
be  had  to  their  legal  predecessors.     If  a  legal  predecessor  pays  the  amount  due,  he 
receives  a  newly  made  out  record  of  shares.     If  payment  can  be  obtained  neither 
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from  the  shareholder  nor  from  his  legal  predecessors,  the  share  may  be  sold  at  its 
market  price  if  it  is  quoted;  if  not,  it  may  be  sold  at  auction.     (H.  G.  B.,  220.) 

(5)  For  votes  regarding  shares  issued  for  other  considerations  than  cash,  see 
under  B. 

(6)  An  increase  in  the  amount  of  capital  by  the  issue  of  new  shares  is  not  allowa- 
able  before  shares  have  been  fully  paid  up,  unless  the  delinquency  is  relatively  small 
in  comparison  with  the  amount  paid  in.     A  resolution  to  so  increase  the  amount  of 
capital  requires  a  vote  of  three-fourths  of  the  capital  present  at  the  meeting  to  which 
it  is  submitted  unless  otherwise  provided  for  in  the  company's  charter  and  by-laws. 
Announcement  must  be  made  of  the  passage  of  such  a  resolution  by  the  members  of 
the  board  of  directors  and  council  of  supervision  collectively  for  entry  in  the  business 
registry.     Formalities  regarding  giving  of  notice  to  the  court,  publication,  etc.,  must 
be  observed  as  in  the  case  of  the  original  issue  of  stock.     (See  par.  1  above.)     Each 
shareholder  at  the  time  the  increase  of  capital  is  made  must  be  permitted  to  subscribe 
for  a  number  of  the  new  shares  in  proportion  to  the  amount  of  his  former  holding, 
unless  the  resolution  for  an  increase  provides  to  the  contrary.     (H.  G.  B.,  278-287.) 

(7)  Similar  provisions  together  with  others  safeguarding  the  interests  of  the  com- 
pany's creditors  regulate  reductions  in  the  amount  of  capital.     (H.  G.  B.,  288-291.) 

B. — METHODS  OF  PROMOTING — LIABILITY  OF  PROMOTERS. 

(8)  Promoters  (Griinder)  of  a  company  are  those  who  draw  up  its  articles  of  incor- 
poration or  make  other  than  cash  contributions  to  its  capital.     The  nature  of  such 
contributions,  the  persons  making  them,  and  the  number  of  shares  issued  as  com- 
pensation therefor  must  be  published  in  the  company's  articles  of  incorporation. 
The  same  rule  holds  regarding  special  privileges  granted  to  individual  stockholders. 
All  expenses  incurred  in  the  founding  of  the  company  must  appear  separately  from 
the  above  items  in  the  articles  of  incorporation.     (H.  G.  B.,  186,  187.) 

(9)  If  the  promoters  take  out  all  the  shares  of  the  company  it  is  considered  consti- 
tuted (ready  to  begin  business).     (See  under  A.)     If  not,  a  declaration  listing  the 
remaining  snares  must  be  issued  before  the  company  can  be  finally  constituted.     This 
list  must  contain  information  regardingthe  company,  its  promoters,  number  and  classes 
of  shares,  etc.     Promoters  are  liable  to  the  company  for  neglect  or  violation  of  this 
provision,  if  in  spite  of  such  neglect  or  violation  the  company  has  been  entered  in 
the  business  register.     (H.  G.  B.,  129.)     They  are  also  jointly  responsible  for  all 
damages  arising  from  misstatements  and  errors  in  making  out  the  preliminary  docu- 
ments of  the  company  (see  under  A),  for  damages  willfully  caused  by  them  in  issuing 
shares  for  other  than  a  cash  consideration,  and  in  granting  special  rights  to  indi- 
vidual shareholders.     Third  parties  knowingly  aiding  promoters  in  acts  damaging  to 
the  company  are  also  liable  to  it.     (H.  G.  B.,  202.)     Persons  making  public  state- 
ments regarding  the  shares  of  a  company  before  its  entrance  in  the  business  registry 
or  within  2  years  thereafter,  with  the  purpose  of  bringing  them  into  circulation, 
are  jointly  responsible  with  the  persons  mentioned  in  the  preceding  sentence  for  any 
damage  arising  to  the  company  from  misstatements  or  omissions  made  by  promoters 
in  the  preliminary  papers,  or  for  any  damages  caused  by  them  in  issuing  shares  for 
other  considerations  than  cash,  or  in  granting  special  privileges  to  individual  share- 
holders.    (H.  G.  B.,  203.)     Claims  for  damages  of  the  above  description  expire  by 
limitation  in  five  years. 

(10)  Certain  provisions  from  the  law  on  exchanges  (Borsengesetz,  sees.  38,  39,  43- 
47)  also  bear  upon  the  liability  of  promoters.     Shares  of  a  joint  stock  company  may 
not  be  admitted  to  exchange  until  a  year  after  it  has  been  entered  in  the  business 
registry  and  not  before  the  publication  of  its  first  annual  balance  sheet  and  profit  and 
loss  account.     Notice  must  be  given  on  exchange  regarding  the  admission  of  the 
shares  of  such  companies  at  least  6  days  before  their  admission.     Before  permission 
is  given  admitting  the  stock  to  the  exchange  a  prospectus  must  be  published  contain- 
ing all  statements  essential  for  judging  the  value  of  the  paper.     It  must  also  state 
how  many  shares  are  to  be  put  upon  the  market,  how  many  will  not  be  nut  in  circu- 
lation for  the  time  being,  and  how  long  they  will  be  kept  out  of  the  market.     Bonds 
guaranteed  fully  by  the  Empire  or  by  a  single  State  do  not  need  such  a  prospectus. 
Persons  making  such  a  prospectus  are  liable  to  owners  of  shares  purchased  on  the 
basis  of  statements  contained  in  it  for  all  damage  arising  from  misstatements  or 
omissions  in  the  prospectus. 

(11)  Promoters  of  a  company  who  knowingly  make  false  statements  with  tin- 
purpose  of  securing  the  entry  of  the  company  in  the  business  registry  (see  A)  are 
punishable  with  imprisonment  and  fine  not  to  exceed  20,000  marks  ($5,000),  and 
may  be  deprived  of  their  civil  rights  (biirgerliche  Ehrenrechte. )     If  extenuating  cir- 
cumstances are  shown,  the  fine  only  may  be  imposed.     (H.  G.  B.,  313.) 
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C. — LIABILITIES  OF  STOCKHOLDERS. 

(12)  Stockholders  are  not  personally  responsible  for  the  obligations  of  the  com- 
pany.    (H.  G.  B.,  178.)     Their  liability  for  payments  on  capital  is  limited  to  the 
nominal  value  of  their  shares,  unless  a  higher  price  than  their  face  value  has  been 
fixed  upon  for  the  issue  of  shares,  in  which  case  their  liability  is  limited  to  the  price 
so  fixed.     (H.  G.  B.,  211. )     In  addition  to  money  payments,  other  periodical  duties 
may  be  imposed  upon  stockholders  by  the  company's  charter  and  by-laws  in  case 
the  transfer  of  the  right  of  participation  in  the  company  (Antheilsrechte)  depends 
upon  the  consent  of  the  company.     (H.  G.  B.,  212,  216,  276.) 

(13)  Shareholders  can  not  demand  the  return  of  payments  made  by  them.     So 
long  as  the  company  exists  they  have  claim  only  upon  its  net  profits.     (H.  G.  B., 
213. )     The  method  of  proceeding  against  delinquent  shareholders  has  been  described 
in  A  4.     If  a  share  is  held  in  common  by  several  persons,  they  may  exercise  the 
right  conferred  upon  them  by  the  share  only  through  a  common  representative. 
They  are  jointly  liable  for  the  obligations  which  the  share  carries  with  it.     (H.  G. 
B.,  225.) 

(13a)  Shareholders  are,  however,  responsible  for  the  company's  engagements  to  the 
extent  that  they  accept  payments  from  the  company  contrary  to  the  provisions  of 
the  commercial  code.  (H.  G.  B.,  217;  see,  also,  under  G  25b,  26).  Claims  for 
recovery  on  this  basis  expire  by  limitation  in  5  years. 

D. — DUTIES  AND  RESPONSIBILITIES  OP  DIRECTORS. 

(14)  The  board  of  directors  of  a  company  may  be  composed  of  one  or  more  per- 
sons.    The  manner  of  their  election  or  appointment  is  not  prescribed  by  the  com- 
mercial code.     Whatever  method  the  company  may  decide  upon  must,  however, 
be  stated  in  the  articles  of  incorporation.     (See  A.)     Any  member  of  the  board  of 
directors  may  be  recalled  at  any  time,  without  prejudice,  however,  to  his  claims  for 
compensation  according  to  contract.     (H.  G.  B.,  231.)     All  changes  in  the  personnel 
of  the  board  of  directors,  or  in  the  powers  of  its  members,  must  be  announced  for 
entry  in  the  business  registry.     (H.  G.  B.,  234.) 

(15)  The  company  is  represented,  judicially  and  otherwise,  by  the  board  of  direct- 
ors.    (H.  G.  B.,  231.)     Unless  otherwise  provided  for  in  the  company's  charter  and 
by-laws  the  board  of  directors  call  the  general  meetings  of  the  company,  not  only 
at  the  regular  times  but  whenever  the  interests  of  the  company  demand  it.     (H.  G. 
B.,  253.)     It  is  further  the  duty  of  the  board  of  directors  to  transmit  to  the  business 
registry  a  publicly  certified  copy  of  the  minutes  of  all  such  meetings  immediately 
after  they  have  been  held.     (H.  G.  B.,  259.)     In  its  relations  to  the  company  the 
board  of  directors  is  bound  to  observe  the  limitations  of  its  powers  fixed  in  the 
company's  charter  and  by-laws  or  by  resolutions  of  the  general  meeting.     Such  limi- 
tations, however,  may  not  be  set  up  as  against  third  parties.     (H.  G.  B.,  235.)     The 
board  of  directors  must  see  that  the  necessary  books  of  the  company  are  kept,  and 
must  make  out  balance  sheets,  prepare  reports,  etc.     (H.  G.  B.,  239,  259.) 

(16)  For  declarations  of  purpose  or  valid  action,  and  especially  for  signature  on 
behalf  of  the  company,  the  collective  action  of  the  members  of  the  board  of  directors  is 
necessary,  unless  otherwise  provided  for  in  the  charter  and  by-laws.     The  board  may, 
however,  appoint  individual  members  to  take  charge  of  certain  business  transactions 
or  certain  kinds  of  business  transactions.     If  a  resolution  of  the  company  ts  necessary 
for  such  action  it  is  sufficient  if  it  be  given  in  the  case  of  a  single  member  of  the 
board.     If  each  member  of  the  board  of  directors  does  not  according  to  the  com- 
pany's charter  and  by-laws  have  the  right  to  represent  it  independently,  the  mem- 
bers of  the  board  may  decide  that  when  a  number  of  them  do  not  take  action 
together  one  of  them  may  be  qualified  to  act  in  connection  with  a  procurator  repre- 
senting the  company.     (H.  G.  B.,  234. )     But,  unless  so  authorized  by  the  charter  and 
by-laws  or  by  resolution  of  the  general  meeting,  the  board  of  directors  may  appoint 
a  procurator  only  with  the  consent  of  the  council  of  supervision.     This  limitation 
may  not,  however,  be  set  up  against  third  parties.     (H.  G.  B.,  238. ) 

(17)  It  is  the  special  duty  of  the  first  board  of  directors,  as  well  as  of  the  first 
council  of  supervision,  to  examine  into  the  transactions  accompanying  the  foundation 
of  the  company.     (H.  G.  B.,  192;  see  also  L  below.)     Its  duties  in  reference  to  the 
registration  of  the  company  have  already  been  touched  upon.     (See  under  A  above. ) 

(18)  If  a  yearly  or  an  intermediate  balance  sheet  shows  the  loss  of  half  the  share 
capital  the  board  of  directors  must  call  a  general  meeting  immediately  and  inform  it 
of  the  fact.     Whenever  the  yearly  or  an  intermediate  balance  sheet  shows  that  the 
property  of  the  company  does  not  cover  its  debts  (insolvency)  the  board  of  directors 
must  move  the  opening  of  bankruptcy  proceedings.     (H.  G.  B.,  240.) 
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(19)  In  the  performance  of  their  duties  members  of  the  board  of  directors  must 
exercise  ordinary  business  prudence.     Directors  who  violate  their  duties  are  jointly 
liable  to  the  company  for  damages  arising  therefrom.     They  are  especially  liable  for 
damages  if,  contrary  to  the  provisions  of  the  commercial  code — 

(a)  Payments  made  by  shareholders  are  refunded. 

(b)  Profits  or  interest  are  paid  to  shareholders. 

(c)  Shares  or  preliminary  certificates  of  stock  of  the  company  are  purchased, 
withdrawn,  or  accepted  as  security. 

(rf)  Shares  are  issued  before  they  are  fully  paid  in,  or  if  the  price  of  issue  is  fixed 
higher  than  the  face  value  of  the  shares,  in  case  they  are  issued  before  the  price  is 
fully  paid. 

(e)  The  property  of  the  company  is  divided,  or  the  original  capital  is  partly 
refunded. 

(/)  Payments  are  made  after  insolvency  has  occurred  or  become  manifest. 

In  the  above  special  cases  the  directors  are  also  liable  to  the  creditors  of  the  com- 
pany so  far  as  the  latter  are  unable  to  recover  from  the  company.  As  against  cred- 
itors this  liability  is  removed  neither  by  a  disclaimer  on  the  part  of  the  company  nor 
on  the  ground  that  the  transaction  was  undertaken  upon  a  resolution  of  the  general 
meeting. 

All  claims  mentioned  in  the  paragraph  expire  by  limitation  in  5  years.  (H.  G.  B., 
241.) 

(20)  Fines  in  contempt,  not  exceeding  300  marks1  ($75)  in  each  instance,  may  be 
imposed  by  the  court  of  the  district  in  which  the  company  is  located  upon  members 
of  the  board  of  directors  for  failing  to  call  a  general  meeting  when  one-half  of  the 
share  capital  of  the  company  is  lost;  for  failing  to  make  out  at  the  proper  times  such 
accounts,  statements,  and  reports  as  are  required  by  law;  for  failing  to  publish  such 
statements  in  the  papers  as  according  to  law  must  be  so  published,  or  for  refusing  to 
allow  properly  qualified  persons  to  examine  the  books  and  papers  of  the  company. 
(H.  G.  B.,  14,  195,  319.) 

(21)  Directors  purposely  acting  to  the  disadvantage  of  the  company  are  punishable 
by  imprisonment  and  fine  not  to  exceed  20,000  marks  ($5,000).     The  loss  of  civil 
rights  may  also  lie  inflicted  upon  them.     The  same  penalties  apply  to  directors  who 
knowingly  make  false  statements  in  any  of  the  papers  submitted  to  secure  the  entrance 
of  the  company  in  the  business  registry  or  to  secure  the  entrance  of  an  announce- 
ment of  increase  of  capital  stock.     (See  A  1,  6 above.)     For  untruthfully  presenting 
or  concealing  the  condition  of  the  company  in  their  statements  or  in  reports  to  the 
general  meeting,  directors  are  liable  to  a  punishment  of  imprisonment  for  one  year 
and  to  a  fine  of  20,000  marks.     Loss  of  civil  rights  may  be  added  as  a  further  penalty. 
The  same  penalties,  with  the  exception  of  the  loss  of  civil  rights,  apply  to  directors 
who  issue  shares  before  payments  nave  been  made  upon  them  as  prescribed  by  law, 
or  in  smaller  denominations  than  the  law  allows,  or  before  the  company  has  been 
entered  in  the  business  registry.    (See  A  1,  2  above. )    Directors  are  liable  to  imprison- 
ment for  not  more  than  3  months  and  fine  not  exceeding  5,000  marks  ($1,250)  in  case 
the  company  remains  longer  than  3  months  without  a  council  of  supervision,  or 
in  case  the  directors  fail  to  move  the  opening  of  bankruptcy  proceedings  as  soon  as 
the  company  becomes  insolvent.     If  in  any  of  the  above  cases  extenuating  circum- 
stances are  shown,  the  fine  alone  may  be  inflicted.     (H.  G.  B.,  312-315. ) 

E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS  AND  OTHERWISE. 

(22)  Directors  may  neither  engage  in  business  nor  undertake  transactions  on  their 
own  account  or  for  others  in  the  same  branch  in  which  the  company  is  engaged; 
nor  may  they  become  personally  responsible  partners  in  other  businesses.     Consent  to 
do  these  things  may,  however,  be  given  by  the  organ  of  the  company  which  has  the 
right  to  elect  the  board  of  directors.     In  case  directors  undertake  them  without  such 
consent,  the  company  may  claim  damages,  or  it  may  instead  require  directors  to 
turn  over  to  it  transactions  undertaken  on  their  own  account.     In  the  case  of  trans- 
actions undertaken  for  others  without  permission,  the  company  may  require  the 
director  to  turn  over  to  it  the  compensation  received  for  so  dnini:,  <>r  his  claim  for 
such  compensation.     The  claims  of  the  company  in  the  above  cases  expire  by  limi- 
tation 3  months  from  the  time  the  other  members  of  the  board  of  directors  and 
the  council  of  supervision  learn  of  the  violation  of  these  regulations  on  the  part  of 
a  director.     They  expire  by  limitation  without  regard  to  such  knowledge  5  years 
after  the  violations  occur.     (H.  G.  B.,  236. ) 

'These  fines  in  contempt  (Ordiuingsstrafen  )  may  presumably  !><•  rvmitted  in  CUM-  tin-  director  at 
fault  does  as  the  court  orders  him.  The  law  says  directors  may  be  held  to  their  duties  by  such  fines. 
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(23)  A  stock  company  shall,  in  the  ordinary  course  of  business,  neither  purchase 
its  own  shared  and  preliminary  stock  certificates  nor  accept  them  as  security  unless 
it  is  given  power  to  do  so. 

The  withdrawal  of  shares  from  circulation  (Einziehung,  Amortisation )  can  only  take 
place  when  provided  for  in  the  company's  charter  and  by-laws.  Such  provisions 
must  be  contained  in  the  articles  of  incorporation,  or  in  an  amendment  thereto 
passed  before  the  shares  were  listed.  The  withdrawal  must  be  accomplished  by 
way  of  purchase,  and  the  shares  to  be  withdrawn  are  to  be  determined  by  lot  or  the 
giving  of  warning,  or  in  similar  ways.  Purchases  of  this  sort  may  be  made  only  out 
of  the  available  profits  of  the  company,  as  shown  by  the  yearly  balance  sheet. 
(H.  G.  B.,  226,  227. )  For  provisions  regarding  reduction  in  the  amount  of  capital  of 
a  company,  see  under  A  6,  7  above. 

G. — REGULATIONS  REGARDING  STOCKS  AND  DIVIDENDS 

(24)  Within  the  first  three  months,  or  if  the  company's  charter  and  by-laws  permit 
it,  within  the  first  six  months  of  the  business  year,  the  board  of  directors  must  pre- 
pare the  balance  sheet  and  profit  and  loss  account  for  the  preceding  year,  and  also  a 
report  showing  the  amount  of  property  held  and  condition  of  the  company.     It  must 
submit  this  report  to  the  council  of  supervision  and  afterwards  to  the  general  meet- 
ing, together  with  such  remarks  as  the  council  of  supervision  may  make  thereon. 
(H.  G.  B.,  260. )     In  preparing  the  balance  sheet  the  following  provisions  apply: 

(a)  The  imperial  money  standard  must  be  used. 

(b)  All  items  of  property  are  to  be  estimated  according  to  their  value  at  the  time 
for  which  the  balance  sheet  is  made. 

(c)  Doubtful  claims  are  to  be  estimated  according  to  their  probable  value;  uncol- 
lectable  claims  are  to  be  written  off  the  books.     (H.  G.  B.,  40.) l 

(d)  Valuable  papers  and  goods  which  have  an  exchange  or  market  price  may  be 
estimated  no  nigher  than  at  the  exchange  or  market  price  at  the  time  for  which  the 
balance  sheet  is  made  out,  but  if  in  the  case  of  goods  this  price  exceeds  the  cost  of 
production  they  must  be  estimated  no  higher  than  such  cost  of  production. 

(e)  Other  items  of  property  are  not  to  be  estimated   higher  than  the  cost  of 
production. 

(/)  The  plants  of  the  company  (Anlagen)  and  other  articles  of  property  not  des- 
tined to  be  sold,  but  rather  to  be  permanently  employed  in  carrying  on  its  business, 
may  be  estimated  at  the  cost  of  production  without  regard  to  a  lower  (present)  value, 
provided  an  amount  equal  to  depreciation  is  deducted,  or  a  corresponding  sum  for 
repairs  is  put  in  account. 

(g)  Costs  of  establishment  (Einrichtung)  and  administration  may  not  be  entered 
as  assets  on  the  balance  sheet. 

(h)  The  amount  of  share  capital  and  of  all  funds  provided  for  reserve  or  reproduc- 
tion purposes  are  to  be  entered  under  liabilities. 

(i)  The  profit  and  loss  shown  by  the  comparison  of  all  assets  and  liabilities  must 
be  given  separately  at  the  close  of  the  balance  sheet.  (H.  G.  B.,  261. ) 

(25)  Deductions  are  made  from  the  yearly  profits  for  special  purposes,  as  follows: 

(a)  Reserve  fund.    A  reserve  fund  must  be  created  to  cover  losses  shown  by  the 
balance  sheet.     To  this  fund  are  to  be  credited: 

(1)  At  least  one-twentieth  part  of  the  yearly  profits  until  the  reserve  fund  so  accu- 
mulated is  equal  to  one- tenth  part  of  the  share  capital,  or  to  a  larger  part  than  one- 
tenth  if  so  provided  in  the  company's  charter  and  by-laws. 

(2)  The  amount  of  excess  over  the  face  value  of  shares  realized  at  the  time  the 
company  is  founded,  or  whenever  the  amount  of  its  share  capital  is  increased  by  the 
issue  of  shares  at  a  higher  than  their  face  value. 

(3)  The  amount  of  additional  payments  realized  from  shareholders  in  return  for 
the  guarantee  of  special  privileges  on  their  shares,  provided  that  it  has  not  been  pre- 
viously determined  to  apply  such  payments  to  extraordinary  purposes  or  to  cover 
extraordinary  losses.     (H.  G.  B.,  262.) 

(b)  Special  allowances.     For  the  performance  of  periodical  duties  to  which  stock- 
holders are  bound  according  to  the  company's  charter  and  by-laws,  compensation  aot 
exceeding  the  value  of  such  services  may  be  paid  whether  or  not  a  net  profit  is  shown 
by  the  yearly  balance  sheet.     (H.  G.  B.,  216;  see  C  12  above.) 

(c)  Interest.    During  the  period  necessary  for  the  preparation  of  the  business  for 
full  activity,  interest  at  a  fixed  rate  may  be  guaranteed  the  shareholders.    A  definite 
time  limit  must,  however,  be  set  in  the  charter  and  by-laws  at  which  such  interest 


1  The  first  three  provisions  are  general,  applying  to  balance  sheets  in  all  kinds  of  business.    The 
remaining  provisions  apply  specially  to  stock  companies. 
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payments  must  stop  at  the  latest.     Otherwise  the  payment  of  interest  is  forbidden. 
(H.  G.  B.,215.) 

(26)  The  general  meeting  passes  resolutions  regarding  the  approval  of  the  yearly 
balance  sheet  and  the  distribution  of  dividends.     (H.  G.  B.,  260.)     Participation  in 
profits  shall  be  determined  proportionately  according  to  payments  on  shares.      If 
payments  have  not  been  made  in  the  same  proportion  on  all  snares,  the  shareholders 
receive  from  the  divisible  profits  a  preliminary  dividend  equal  to  4  per  cent  on  pay- 
ments made.     If  the  profits  of  the  year  are  not  sufficient  for  the  declaration  of  such 
a  dividend,  a  lower  percentage  may  be  fixed.     Payments  which  should  have  been 
made  in  the  course  of  the  business  year  are  to  be  taken  into  consideration  in  relation 
to  the  time  elapsed  since  the  date  fixed  for  such  payments.     Other  methods  of 
declaring  dividends   may  be  provided  for  in  the  company's  charter  and  by-laws. 
(H.  G.  B.,  214.)     If  members  of  the  board  of  directors  and  council  of  supervision 
are  to  receive  a  share  of  the  annual  profits  as  compensation  for  the  performance  of 
their  duties,  their  share  is  to  be  reckoned  on  the  basis  of  net  profits  after  all  outstand- 
ing accounts  and  deductions  have  been  taken  into  consideration,  and  also  after  the 
deduction  of  the  4  per  cent  dividend  on  paid-in  capital  to  stockholders.     (H.  G.  B., 
237.)     What  shareholders  have  drawn  from  the  company  in  good  faith  as  a  part  of 

Brofits  and  interest  they  are  in  no  case  obliged  to  pay   back.     (H.  G.  B.,  217.) 
irectors  are  liable  for  the  payment  of  dividends  contrary  to  the  provisions  of  law. 
(SeeD  19  above.) 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK   IN   OTHER  CORPORATIONS,  OR 
THE  COMBINATION  OF  DIFFERENT  CORPORATIONS. 

The  commercial  code  contains  nothing  on  these  points.  It  does  provide,  however, 
for  the  transfer  of  the  property  of  one  stock  company  as  a  whole  to  another  company 
in  return  for  shares  of  the  latter.  The  ordinary  provisions  regarding  an  increase  of 
capital  (see  under  A)  do  not  apply  in  this  case,  but  announcement  of  the  increase 
of  capital  must  be  made  to  the  business  registry  and  the  deed  of  transfer  approved 
by  the  dissolved  company,  or  else  a  publicly  acknowledged  copy  of  the  same  must 
be  submitted  at  the  same  time.  If  a  liquidation  of  the  property  of  the  dissolved 
company  is  necessary  according  to  the  agreement  between  the  two  companies,  it  must 
take  place  in  the  same  way  as  an  ordinary  liquidation  of  a  stock  company.  If  a 
liquidation  is  not  necessary,  announcement  of  the  transfer  must  be  made  by  the  dis- 
solved company  to  the  business  registry.  With  the  entry  of  this  announcement  the 
dissolution  of  the  company  is  accomplished,  and  the  property  and  liabilities  are 
transferred  to  the  other  company.  The  company  to  which  the  property  is  trans- 
ferred may  not,  however,  unite  the  property  to  its  own  until  the  outstanding  claims 
against  the  dissolved  company  have  been  adjusted.  Until  that  time  the  property 
taken  over  must  be  separately  administered,  and  the  judicial  status  of  the  dissolved 
company  remains  the  same  as  it  was  before.  Also  the  members  of  the  board 
of  directors  and  the  council  of  supervision  of  the  company  taking  over  the  prop- 
erty remain  responsible  to  the  creditors  of  the  dissolved  company  for  their  adminis- 
tration of  its  property.  The  members  of  the  council  of  supervision  are,  however, 
only  responsible  in  case  a  union  of  the  property  of  the  two  companies  is  allowed  to 
take  place  with  their  knowledge  and  without  their  interference.  ( H.  G.  B. ,  305,  306. ) 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

Aside  from  the  reports  to  be  made  to  the  court  of  registry,  stock  companies  are  not 
required  to  make  reports  to  the  Government.1  References  to  these  reports  for  regis- 
try have  been  made  throughout  in  these  notes. 

K. — REPORTS  TO  BE  MADE  TO  STOCKHOLDERS. 

(27)  Any  shareholder  who  deposits  a  share  with  the  company  may  demand  that 
the  calling  of  a  general  meeting  and  the  subjects  proposed  for  discussion  thereat  be 
communicated  to  him  by  registered  letter  as  soon  as  they  are  made  public.     He  may 
also  demand  that  similar  information  be  furnished  him  regarding  resolutions  adopted 
at  the  general  meeting.     (H.  G.  B.,  257.)     All  other  reports  made  to  stockholders 
come  to  them  through  the  council  of  (supervision.     (See  under  L  below. ) 


1  Note  verbale  to  the  United  States  embassy  in  Berlin. 
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I . — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  -OF  BOOKS  AND 
OVERSIGHT  OF  BUSINESS — STOCKHOLDERS'  MEETINGS. 

Ordinarily  the  shareholders  exercise  supervision  over  the  business  through  a  coun- 
cil of  supervision  (Aufsichtsrath).  The  first  council  of  supervision  is  appointed  by 
the  promoters  in  case  they  subscribe  for  all  shares.  If  not,  a  general  meeting  must 
be  called  after  the  shares  are  listed  for  the  election  of  the  first  council,  unless  some 
other  method  of  election  is  provided  for  in  the  articles  of  incorporation.  (H.  G.  B., 
190. )  Later  councils  of  supervision  are  elected  by  the  general  meeting  of  stock- 
holders and  consist  of  3  members  unless  another  number  is  fixed  in  the  company's 
charter  and  by-laws.  The  first  council  of  supervision  holds  office  until  the  end  of 
the  first  general  meeting,  which  assembles  a  year  after  the  entry  of  the  company  in 
the  business  registry.  Later  councils  may  hold  office  for  terms  not  exceeding  4 
years;  but  a  member  of  the  council  of  supervision  may  be  recalled  at  any  time  by 
the  general  meeting,  a  vote  of  three-fourths  of  the  capital  represented  in  the  meeting 
being  necessary  for  this  purpose.  (H.  G.  B.,  241.)  Notice  of  any  change  in  the  per- 
sonnel of  the  council  of  supervision  must  be  made  in  the  newspapers  and  sent  to  the 
business  registry.  (H.  G.  B.,  244. )  Members  of  the  council  of  supervision  may  not 
be  at  the  same  time  members  of  the  board  of  directors,  nor  may  they  transact  busi- 
ness as  officers  of  the  company.  Only  in  case  of  the  disability  of  a  director,  and  then 
only  for  a  time  limited  in  advance,  may  a  member  of  the  council  of  supervision  act 
in  place  of  a  director.  During  the  time  he  acts  in  this  capacity  he  must  lay  down 
his  duties  as  a  member  of  the  council.  (H.  G.  B.,  248. )  Mention  has  been  made  of 
the  compensation  of  members  of  the  council  under  G  above.  It  may  be  added  here 
that  the  compensation  of  members  of  the  council  of  supervision  may  be  reduced  at 
any  time  by  a  simple  majority  vote  of  the  general  meeting.  (H.  G.  B.,  245.) 

It  is  the  duty  of  the  first  council  of  supervision,  in  connection  with  the  first  board 
of  directors,  to  examine  into  all  transactions  undertaken  in  the  founding  of  the 
company.  But  if  a  promoter  becomes  a  member  of  the  board  of  directors  or  council 
of  supervision,  or  if  a  member  of  the  company  has  received  any  special  privilege,  or 
stipulated  for  any  indemnity  or  reward,  either  for  founding  or  preparing  to  found 
the  same,  or  if  shares  have  been  issued  for  other  than  a  cash  consideration  an 
additional  examination  by  special  revisers  becomes  necessary  (Revispren).  These 
revisers  are  to  be  appointed  by  the  organization  representing  the  business  interests 
of  the  district  in  which  the  company  is  located,  or,  if  such  an  organization  does  not 
exist,  by  the  court  of  the  district.  A  written  report  is  to  be  made  showing  the 
results  of  these  examinations.  If  revisers  have  been  called  in,  they  must  deliver 
a  copy  of  their  report  to  the  organization  or  court  appointing  them.  Any  person 
may  examine  this  report.  If  differences  arise  between  promoters  and  revisers 
regarding  explanations  and  information  to  be  given  by  the  former,  decision  rests 
with  the  body  appointing  the  revisers.  (H.  G.  B.,  192/193,  194.) 

The  council  of  supervision  must  oversee  the  management  of  the  company's  busi- 
ness in  all  its  branches,  and  to  this  purpose  must  keep  itself  informed  as  to  the 
progress  of  the  company's  affairs.  It  may  at  any  time  demand  an  account  regarding 
the  company's  affairs  from  the  board  of  directors,  and,  either  as  a  body  or  through 
individual  members  appointed  for  the  purpose,  may  examine  into  the  amount  of 
cash,  securities,  and  goods  on  hand.  It  must  examine  into  and  report  to  the  general 
meeting  on  the  annual  accounts,  balance  sheets,  and  propositions  regarding  the  dis- 
tribution of  dividends.  It  must  call  a  general  meeting  whenever  in  the  interests  of 
the  stockholders  it  deems  it  necessary  to  do  so.  In  case  the  company  decides  to 
bring  suit  against  the  directors,  the  council  of  supervision  is  authorized  to  represent 
the  company.  Other  duties  of  the  council  of  supervision  are  to  be  provided  for  in 
the  company's  charter  and  by-laws.  As  to  the  accountability  of  a  member  of  the 
council  of  supervision,  any  such  member  may  without  and  even  against  a  resolution 
of  the  general  meeting  make  complaint  against  the  members  of  the  board  of  direct- 
ors. (H.  G.  B.,  246,247.) 

Members  of  the  council  of  supervision  must  exercise  ordinary  business  prudence 
in  the  performance  of  their  duties.  They  are  jointly  liable  with  members  of  the 
board  of  directors  for  damages  arising  from  a  failure  to  perform  their  duties.  If  any 
of  the  violations  of  law  mentioned  in  D  19  above  take  place  with  their  knowledge  and 
without  their  interference  they  are,  together  with  the  directors,  specially  liable  for 
damages.  (H.  G.  B.,  249.)  Members  of  the  council  of  supervision  are  liable  to  the 
same  penalties  for  violations  of  law  as  the  directors.  (See  under  D  above. ) 

While  ordinarily  the  shareholders  exercise  their  control  over  the  business  through 
the  council  of  supervision,  another  means  more  suitable  for  extraordinary  cases  is 
open  to  them.  The  general  meeting  is  empowered  by  a  simple  majority  vote  to 
appoint  revisers  to  examine  the  balance  sheet  of  the  company  or  any  of  the  trans- 
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actions  connected  with  its  founding  or  the  ordinary  conduct  of  its  business.  Even 
if  a  majority  in  general  meeting  is  not  obtainable  for  a  motion  to  appoint  revisers, 
shareholders  representing  one-tenth  of  the  capital  of  the  company  may  petition  the 
court  of  the  district  to  appoint  revisers  to  examine  into  any  transaction  connected 
with  the  foundation  of  the  company  or  with  the  ordinary  conduct  of  its  business, 
provided  it  be  of  not  more  than  2  years'  standing.  Such  a  petition  is,  however,  only 
to  be  granted  when  evidence  is  presented  tending  to  show  that  fraud  or  violations  of 
law  or  of  the  company's  charter  and  by-laws  have  accompanied  the  transaction 
which  it  is  proposed  to  investigate.  The  shareholders  making  such  a  petition  must 
deposit  their  shares  until  it  is  decided,  and  must  also  show  that  they  were  possessors 
of  the  shares  for  6  months  prior  to  the  general  meeting  at  which  the  motion  for  an 
investigation  was  put.  Before  the  revisers  are  appointed  the  board  of  directors  and 
council  of  supervision  must  be  heard.  Upon  request  the  appointment  may  be  made 
dependent  upon  the  giving  of  a  bond,  the  amount  of  which  is  left  to  the  discretion 
(of  the  court).  The  board  of  directors  must  permit  the  revisers  to  examine  the 
books  and  papers  of  the  company  and  also  the  amount  of  cash,  securities,  and  goods 
on  hand.  The  report  on  the  results  of  the  investigation  must  be  sent  by  the  revisers 
without  delay  to  the  business  registry,  and  the  board  of  directors  must  announce  the 
report  in  the  call  for  the  next  general  meeting  for  discussion  at  the  meeting.  In 
case  the  revisers  have  been  appointed  on  the  petition  of  a  minority  of  the  share- 
holders, the  general  meeting  decides  whether  the  company  shall  bear  the  costs  of 
the  investigation.  If  the  court  refuses  to  grant  the  minority  petition,  or  if  the  investi- 
gation shows  the  charges  of  shareholders  bringing  the  petition  to  be  unfounded,  they 
are  held  jointly  liable  as  guilty  of  a  malicious  procedure  for  damages  arising  to  the 
company  from  their  action.  (H.  G.  B.,  266,  267.) 

PROVISIONS   REGARDING    GENERAL   MEETINGS. 

Ordinarily  general  meetings  are  called  by  the  board  of  directors.  They  may  also 
be  called  by  the  council  of  supervision  when  the  interests  of  the  stockholders  require 
it.  Besides,  in  the  cases  stated  in  the  law  or  in  the  company's  charter  and  by-laws, 
general  meetings  must  be  called  whenever  the  interests  of  the  company  require  it. 
(H.  G.  B.,  253.)  It  is  further  provided  that  a  general  meeting  must  be  called 
whenever  shareholders  representing  one-twentieth  of  the  capital  of  a  company 
demand  it  in  writing,  stating  reasons  and  purposes  of  the  proposed  meeting.  The 
company's  charter  and  by-laws  may  empower  shareholders  representing  an  even 
smaller  part  of  the  capital  to  do  this.  In  a  similar  manner  shareholders  have  the 
right  to  compel  the  submission  of  certain  matters  for  discussion  in  general  meeting. 
If  such  demands  are  complied  with  neither  by  the  board  of  directors  nor  the  council 
of  supervision,  the  court  of  the  district  in  which  the  company  is  located  may  empower 
the  shareholders  to  call  a  general  meeting  or  announce  matters  for  discussion  at  a 
general  meeting.  The  court  may  at  the  same  time  take  steps  regarding  the  chair- 
manship at  such  a  meeting.  The  meeting  so  called  decides  whether  the  costs  arising 
from  it  are  to  be  borne  by  the  company.  (H.  G.  B.,  254.) 

The  call  for  a  general  meeting  must  be  published  in  the  manner  prescribed  by  the 
company's  charter  and  by-laws  at  least  2  weeks  before  the  date  set  for  the  meeting. 
If  according  to  the  company's  charter  and  by-laws  the  exercise  of  the  right  to  vote 
in  a  general  meeting  is  conditioned  on  the  previous  deposit  of  shares,  at  least  2  weeks 
must  be  left  open  for  the  depositing  of  the  shares.  In  such  cases  deposit  with  a 
notary  is  sufficient.  If  the  company's  charter  and  by-laws  do  not  contain  such  a 
provision,  announcements  of  intention  to  participate  in  a  general  meeting  must  be 
admitted  when  made  not  later  than  3  days  before  the  date  of  the  meeting.  (H.  G.  B., 
255.) 

The  purpose  of  the  general  meeting  is  to  be  announced  in  the  call.  On  request 
each  stockholder  must  be  furnished  a  copy  of  the  motions  proposed  for  submission  to 
the  meeting.  Action  mav  not  be  taken  on  resolutions  which  have  not  been  announced 
at  least  1  week  before  the  general  meeting.  In  case  of  resolutions  the  passage  of 
which  requires  more  than  a  simple  majority  vote  according  to  the  provisions  of  this 
law  or  the  company's  charter  and  by-laws,' notice  must  be  given  2  weeks  in  advance; 
but  no  previous  notice  is  required  for  the  passage  of  a  resolution  providing  for  the 
calling  of  a  special  general  meeting,  nor  for  the  introduction  of  motions  and  discussions 
without  passing  resolutions.  (H.  G.  B.,  256.) 

A  list  of  the  shareholders  or  representatives  of  shareholders  present,  giving  their 
names,  addresses,  and  the  number  or'  shares  represented  by  each,  must  be  posted  in 
the  general  meeting.  This  list  must  be  open  for  inspection  before  the  first  ballot  is 
taken,  and  must  be  signed  by  the  president  of  the  meeting.  (H.  G.  B..  258.)  Each 
share  carries  with  it  the  right  to  vote.  This  right  is  exercised  according  to  the  num- 
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ber  of  shares  held.  The  company's  charter  and  by-laws  may,  however,  provide  that 
in  case  of  single  shareholders  possessing  a  number  of  shares  the  number  of  votes 
allowed  them  may  be  limited  to  a  certain  highest  number;  or  shareholders  may  be 
divided  into  grades,  according  to  the  number  of  shares  held,  and  a  certain  num- 
ber of  votes  be  assigned  to  each  grade.  If  different  classes  of  shares  are  issued,  dif- 
ferent voting  power  may  be  assigned  to  each  by  the  company's  charter  and  by-laws. 
Proxy  voting  is  allowed.  No  one  may  either  vote  or  cast  the  vote  of  another  on  a 
resolution  relieving  him  from  responsibility  or  freeing  him  from  a  duty.  The  same 
rule  holds  good  regarding  resolutions  concerning  legal  processes  between  the  company 
and  a  shareholder.  The  charter  and  by-laws  may  provide  further  rules  regarding 
conditions  and  manner  of  voting.  ( H.  G.  B. ,  252. )  Resolutions  of  the  general  meet- 
ing require  a  simple  majority  of  the  votes  cast  for  passage,  unless  further  requirements 
are  fixed  by  law  or  by  the  company's  charter  and  by-laws.  (H.  G.  B.,  251.) 

The  passage  of  an  amendment  to  the  company's  charter  and  by-laws  requires  a  vote 
representing  three-fourths  of  the  capital  present  at  a  general  meeting.  A  change  in 
the  object  of  the  company  (Gegenstand  des  Unternehmens )  requires  a  similar  majority. 
Further  requirements  may  be  made  in  the  company's  charter  and  by-laws.  If  a 
change  is  to  be  made  in  the  relations  of  different  classes  of  shares  whereby  one  class 
is  disadvantageously  affected,  a  second  and  separate  ballot  must  be  taken  in  addition 
to  the  vote  of  the  general  assembly.  In  this  second  ballot  only  the  shareholders  of 
the  class  affected  may  participate,  and  the  resolution  is  not  counted  passed  unless  it 
receives  a  three-fourths  majority  of  the  capital  voting  in  this  second  ballot.  ( H.  G.  B. , 
275.)  A  resolution  imposing  duties  not  involving  cash  payments  upon  shareholders 
requires  the  consent  of  all  shareholders  affected  by  it.  (H.  G.  B.,  276. )  All  amend- 
ments to  the  company's  charter  and  by-laws  must  be  announced  to  the  court  of  the 
district  in  which  the  company  is  located  for  entry  in  the  business  registry.  Until  so 
entered  they  are  without  effect.  (H.  G.  B.,  277. )  Further,  the  minutes  of  a  general 
meeting  must  be  sworn  to  in  court  or  before  a  notary,  and  a  certified  copy  must  be 
sent  to  the  business  registry  before  the  resolutions  passed  at  the  meeting  become 
valid.  (H.  G.  B.,  259.) 

The  ordinary  work  of  a  general  meeting  is  stated  as  follows:  The  rights  to  which 
shareholders  are  entitled  in  the  affairs  of  the  company,  and  especially  in  regard  to 
the  direction  of  its  business,  are  exercised  by  the  passage  of  resolutions  in  the  gen- 
eral meeting.  (H.  G.  B.,  250.)  The  general  meeting  passes  resolutions  regarding 
the  approval  of  the  yearly  balance  sheet  and  declaration  of  dividends,  and  also  with 
regard  to  the  release  (Entlastung)  from  further  responsibility  of  the  board  of  direct- 
ors and  council  of  supervision.  (H.  G.  B.,  260.)  Complaint  may  be  made  in 
the  State  court  of  the  district  (Landgericht)  against  resolutions  of  a  general  meeting 
which  are  contrary  to  law  or  to  the  company's  charter  and  by-laws.  The  legal  pro- 
cedure in  such  cases  is  defined  at  length  in  the  commercial  code.  In  case  such  a 
suit  is  decided  against  the  shareholders  bringing  it,  they  are  held  jointly  liable  for 
damages  arising  to  the  company  therefrom.  (H.  G.  B.,  271-273. ) 

Heavy  penalties  are  provided  against  the  misuse  of  shares  in  general  meetings. 
Persons  who  knowingly  prepare  incorrect  or  forged  certificates  of  the  deposit  of 
shares  in  order  to  use  them  as  evidences  of  the  right  to  vote  in  a  general  meeting 
(see  L),  or  who  knowingly  make  use  of  such  incorrect  or  forged  certificates  in  voting 
in  a  general  meeting,  are  punishable  with  imprisonment  not  to  exceed  1  year  and 
fine  not  to  exceed  10,000  marks  ($2,500).  Loss  of  civil  rights  may  also  be  inflicted. 
If  extenuating  circumstances  are  shown,  the  fine  only  may  be  imposed.  Persons 
making  or  accepting  guaranty  or  promises  of  special  advantages,  either  for  voting  in 
a  certain  way  or  for  refraining  from  voting  in  a  general  meeting,  are  punishable  with 
a  fine  of  not  to  exceed  3,000  marks  ($750),  or  with  imprisonment  for  not  longer  than 
a  year.  Persons  voting  the  shares  of  others  in  general  meetings  without  their  con- 
sent, or  making  unauthorized  use  of  them  in  exercising  other  rights  of  shareho'ders, 
are  liable  to  a  fine  of  from  10  to  30  marks  ($2.50  to  $7.50)  on  each  share  so  used,  the 
fine  to  be  not  less  than  1,000  marks  ($250),  however.  Persons  who  borrow  the 
shares  of  others,  making  payment  therefor  and  using  them  in  voting  in  a  general 
meeting,  as  well  as  those  who  by  loaning  their  shares  knowingly  assist  in  such  trans- 
actions, are  subject  to  the  same  penalty.  (H.  G.  B.,  316-318.) 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS. 

Imperial  stamp  tax. — At  the  time  of  issue  of  shares,  certificates,  or  other  securities 
of  domestic  stock  companies,  a  stamp  tax  of  1  mark  (25  cents)  on  every  100  marks 
($25)  or  part  thereof  is  levied.  Foreign  shares  issued,  sold,  pledged',  or  otherwise 
entering  into  business  transactions  in  Germany  pay  a  stamp  tax  of  1  mark  50  pfennigs 
cents)  on  every  100  marks  or  part  thereof.  This  tax  is  paid  only  once.  Shares, 
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certificates,  securities,  etc.,  on  which  this  tax  has  been  paid  are  subject  to  no  other 
stamp  tax  in  the  separate  States  of  the  Empire.  Companies  which  are  recognized 
by  the  Bundesrath  as  serving  exclusively  the  common  welfare,  which  limit  divi- 
dends to  4  per  cent,  and  whose  stockholders  at  the  time  of  dissolution  of  the  com- 
pany claim  nothing  more  than  the  face  value  of  their  shares,  are  exempted  from  this 
tax.  (Reichsstempelgesetz  of  April  27,  1894,  sees.  4,  5,  6.) 

(The  above  is  the  only  imperial  tax  on  corporations  referred  to  in  the  R.  G.  B. 
from  the  foundation  of  the  Empire  to  the  present  time.  The  succeeding  notes  refer 
to  Prussian  taxes. ) 

Income  tux. — Stock  companies  are  liable  to  an  income  tax  according  to  the  law 
of  June  24,  1891.  The  taxable  income  of  such  companies  is  ascertained  by  adding 
to  the  sum  paid  to  stockholders  as  interest  and  dividends  the  sums  applied  to 
the  payment  of  debt  or  the  amortisation  of  capital  stock,  to  the  improvement  or 
extension  of  the  business,  and  to  the  formation  of  a  reserve  fund.1  From  the  total 
sum  so  obtained  an  amount  equal  to  3J  per  cent  of  the  paid-in  share  capital  is 
deducted.  The  scale  of  taxation  is  as  follows: 

Prussian  income-tax  law  of  June  24,  1891. 


Incomes  of 

Pay 

yearly. 

Maximum 
rate. 

From—           To— 

$225.00 
262.50 
300.00 
337.50 
375.00 
412.50 
450.00 
525.00 
600.00 
675.00 
750.00 
825.00 
900.00 
975.00 
1,050.00 
1,125.00 
1,250.00 
1,375.00 
1,500.00 
1,625.00 

r,  750.  oo 

1,875.00 
2,000.00 
2,125.00 
2,250.00 
2,  375.  00 

8262.50 
300.00 
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375.00 
412.60 
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GOO.  00 
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975.00 
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,500.00 
,625.00 
,750.00 
,875.03 
2,000.00 
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2.  :i75.  00 
2,625.00 

*1.50 
2.25 
3.00 
4.00 
5.25 
6.50 
7.75 
9.00 
11.00 
13.00 
15.00 
17.50 
20.00 
23.00 
26.00 
29.50 
33.00 
36.50 
40.00 
44.00 
48.00 
53.00 
58.00 
63.00 
64.00 
75.00 

0.006! 

.02 

.0264 

.02f 

.031H 

Incomes  of 

Taxed. 

Each  addi- 
tional in- 

coinc  of— 

Maximum 
tax. 

R«U*. 

From  — 

To— 

12,625.00 
7,625.00 
8,000.00 
19,500.00 
25,000.00 

f7.625.00 
8,000.00 
19,  500.  00 
25,000.00 
26,250.00 

$7.50 
15.00 
20.00 
25.00 

$250.  00 
375.00 
500.00 
500.00 

$225.00 
240.00 
700.00 
975.00 
1,000.00 

0.  030.  H 

.04 

For  incomes  over  $26,250  the  tax  increases  $50  for  each  additional  *1.  :.'.">»  ><.f  income, 
i.  e.,  a  maximum  rate  of  4  per  cent  from  $25,000  on. 

I'd/inn  nun/  income  tax. — Stock  companies  are  also  subject  to  the  communal  income 

tax  when  such  a  tax  is  levied.     (Koinrn.  Abgabegesetz  of  July  14,   1893.)     It  ia 

.1  in  each  commune  upon  the  amount  of  income  received  by  the  company 

from  its  establishment  in  that  commune.     The  State  income-tax  assessment  is  used 


1  An  exception  is  made  in  the  case  of  reserve  funds  of  insurance  companies  intended  as  a  reserve  for 
payment  of  insurance. 
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as  a  basis  of  assessment,  but  the  deduction  of  3£  per  cent  of  the  paid-in  share  capital 
is  not  made  in  the  case  of  the  communal  income  tax. 

Supplementary  property  tax. — All  forms  of  shares  are  subject  to  the  supplementary 
property  tax  of  July  14,  1893.  ( Erganzungssteuer,  sec.  7.)  This  is,  however,  a  tax 
on  the  owners  of  shares,  not  on  the  companies  directly.  It  amounts  to  one-half  of 
1  per  cent  of  the  value  of  property  assessed.  Exemption  is  granted  to  property  of 
less  than  6,000  marks  ($1,500),  and  to  all  persons  whose  yearly  income  does  not 
exceed  900  marks  ($225)  per  year,  provided  their  property  does  not  exceed  20,000 
marks  ($5,000) ,  and  to  women  wage-earners  and  minor  orphans  whose  yearly  income 
does  not  exceed  1,200  marks  ($300),  and  whose  property  does  not  amount  to  more 
than  20,000  marks  ($5,000)  in  value.  (Seligman,  Essays  in  Taxation,  p.  335.) 

Stamp  tax  (Prussian). — The  articles  of  incorporation  of  joint  stock  or  commandite 
companies,  and  resolutions  of  such  companies  providing  for  an  increase  of  the  share 
capital  are  subject  to  a  stamp  tax  of  one-fiftieth  per  cent  of  the  value  of  the  share 
capital,  or  the  amount  by  which  it  is  increased.  (Preuss.  Steuerges.  of  July  31, 1895.) 
Limited  liability  companies  are  also  subject  to  this  tax,  but  in  the  case  of  such  com- 
panies the  rate  varies  from  one-fiftieth  per  cent  to  1  per  cent  as  their  capital  increases 
from  100,000  marks  ($25,000)  or  less  to  500,000  marks  ($125,000)  or  over.  For  the 
incorporation  of  societies  not  conducted  for  profit  a  stamp  tax  of  only  1.50  marks 
(37£  cents)  is  collected. 

Noncash  contributions  to  stock  companies  are  also  subject  to  a  special  tax  under 
this  law.  In  case  such  contributions  include  domestic  real  property  or  rights  equiv- 
alent to  the  same  (unbewegliche  Vermogensgegenstande  im  Inlande)  a  tax  of  1  per 
cent  of  the  full  value  of  the  compensation  granted  by  the  company  for  such  contri- 
butions is  collected,  or  if  the  amount  of  compensation  does  not  appear  in  the  docu- 
ments by  which  the  transfer  is  effected,  the  tax  is  estimated  on  the  value  of  the 
property  contributed.  If  the  contribution  consists  in  real  foreign  property,  or  rights 
equivalent  to  the  same,  a  fee  of  1.50  marks  (37£  cents)  is  charged.  If  it  consists  of 
personal  property,  the  rate  of  one-third  of  1  per  cent.  In  case  it  consists  of  claims 
(Forderungsrechte) ,  the  rate  of  one-fiftieth  of  1  per  cent  of  the  value  of  the  claims. 

The  law  of  July  31, 1895,  further  provides  that  the  transfer  of  rights  in  the  property 
of  a  company  by  a  shareholder  or  his  heirs  to  another  shareholder,  to  the  company 
itself,  or  to  a  third  person,  and  also  settlements  made  with  shareholders  at  the  disso- 
lution of  a  company,  are  subject  to  a  stamp  tax  of  one-fiftieth  of  1  per  cent  of  the  value 
of  the  compensation  received,  or,  if  this  is  not  to  be  ascertained  from  the  deed  of 
transfer,  of  the  value  of  the  right  transferred.  In  case  of  a  transfer  by  the  company 
of  property  or  rights  to  a  shareholder  or  his  heirs,  a  stamp  tax  is  assessed,  the  rate 
of  which  is  the  same  for  different  kinds  of  property  as  the  rate  spoken  of  in  the  pre- 
ceding paragraph.  In  estimating  the  amount  of  this  tax,  however,  that  part  of  the 
property  transferred  to  a  shareholder  which  corresponds  to  his  share  in  the  company 
is  left  out  of  consideration. 

Court  fees. — The  Prussian  law  regulating  court  fees  (Gerichtskostengesetz  vom  25. 
Juni  1895)  contains  a  list  of  fees  which  must  be  paid  by  stock  companies  for  the  various 
announcements,  notices,  etc.,  which  they  are  required  by  law  to  make  to  the  courts. 
These  fees  range  from  40  pfennigs  (10  cents)  for  transactions  not  involving  more  than 
20  marks  ($5)  to  40  marks  on  transactions  involving  between  90,000  and  100,000 
marks  ($22,500  and  $25,000).  For  larger  transactions  1  mark  (25  cents)  is  added  to 
the  fee  for  each  additional  10,000  marks  ($2,500)  involved  (sec.  33).  In  the  case  of 
announcements  of  the  redemption  or  cancellation  of  securities,  or  of  elections,  or  of 
resolutions  passed  by  general  meetings,  councils  of  supervision,  or  other  organs  of 
stock  companies,  twice  the  usual  court  fee  is  charged.  In  the  case  of  the  announce- 
ment of  the  redemption  or  cancellation  of  securities,  the  value  upon  which  the  fee  is 
assessed  is  determined  in  the  same  way  as  the  value  of  the  securities.  In  case 
redemption  and  cancellation  are  accomplished  by  one  act  the  fee  is  collected  once 
only.  In  the  case  of  the  other  announcements  noted  above,  the  value  subject  to  fee 
is  to  be  assumed  ordinarily  at  20,000  marks  ($5,000,  fee,  20  marks;  doubled,  40  marks, 
or  $10) ;  but  under  exceptional  circumstances  a  higher  or  lower  sum  may  be  assumed. 
In  no  case,  however,  shall  the  fee  exceed  300  marks  ($75). 

(NOTE. — In  Prussian  laws  for  the  years  prior  to  1891  are  to  be  noted  frequent  enact- 
ments placing  corporations  under  the  local  property  taxes  in  the  different  provinces. 
There  is  nothing  since  that  date  to  show  that  they  have  been  exempted  from  the 
taxes.  Doubtless,  therefore,  they  pay  property  taxes  to  Landgemeinden,  cities,  and 
Kreise,  as  do  private  persons  or  ordinary  business  firms.  In  this  connection  1  he  often 
overwhelming  influence  which  they  secure  in  city  councils  and  in  Kreistage,  as  a 
result  of  the  three-class  election  system  based  on  the  amount  of  direct  taxes  paid,  is 
worthy  of  mention.) 
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N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

Stock  companies  and  other  corporations  ( Kapitalgesellschaften)  are  not  as  such 
placed  under  the  control  of  the  State.  Certain  kinds  of  associations  only,  in  consid- 
eration of  the  nature  of  their  business,  are  placed  under  State  control.  This  is 
especially  the  case  with  mortgage  banks  (Hypothekenhankgesetz  13  Juli,  1899),  and, 
according  to  most  of  the  State  laws,  this  applies  also  to  insurance  companies.  For 
the  latter  control  by  the  State  is  also  provided  in  the  officially  published  draft  of 
an  imperial  law  regarding  private  insurance  companies.1 

Reference  has  been  made  repeatedly  in  the  preceding  notes  to  the  part  played  by 
the  courts  in  the  founding  and  control  of  the  business  of  stock  companies. 

O. — SPECIAL  LAWS  REGARDING  MONOPOLIES  OR  TRUSTS. 
The  German  laws  contain  no  special  provisions  on  this  subject. 

1  From  the  note  verbale  to  the  United  States  embassy  in  Berlin. 
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AUSTRIA. 

NOTE. — Under  the  law  of  Austria  special  charters  must  be  granted  to  each  corpo- 
ration by  the  proper  Government  board.  As  has  been  explained  in  Part  I  (p.  109), 
for  many  years,  especially  after  the  panic  of  1873,  the  permission  to  organize  a  corpo- 
ration was  granted  often  with  apparent  reluctance,  and  the  preliminary  examination 
was  frequently  so  inquisitorial  in  its  nature  that  it  acted  as  a  decided  check  on  meri- 
torious business  enterprise.  In  consequence  of  this  condition  of  affairs,  business  men 
have  for  years  been  endeavoring  to  secure  a  corporation  law  which  would  enable  them 
to  incorporate  in  regular  form  without  being  subject  to  a  discretionary  power  of  con- 
cession on  the  part  of  the  executive.  A  law  similar  to  the  German  law  seems  to  be 
what  they  have  had  especially  in  mind. 

Owing  in  part  at  least  to  the  disturbed  political  conditions  in  Austria  they  have  not 
been  able  to  secure  any  act  from  the  legislative  bodies.  At  length,  however,  they 
persuaded  the  Government  to  issue  a  decree  laying  down  certain  provisions  com- 
pliance with  which  would  secure  them  a  charter.  In  this  way  the  discretionary 
power  of  the  executive  has  been  for  the  time  self-limited.  The  change  is  so  great 
that  it  has  seemed  best  to  give  a  full  abstract  of  the  decree,  following  the  report  on 
the  law  with  complete  references  to  it  in  the  report  on  the  law  itself.  Of  course  this 
decree  is  subject  to  repeal  or  change  at  any  time  by  the  executive,  and  the  Austrian 
business  men  still  wish  their  law.  For  the  time  being,  however,  this  decree  has 
brought  much  more  certainty  into  the  form  of  corporations  and  the  methods  of  secur- 
ing a  charter  than  existed  before. 

The  digest  has  been  made  by  Robert  C.  Brooks. 

A. — CAPITALIZATION  AND  THE  METHODS  OF  PAYING  IN  CAPITAL. 

Statements  regarding  capitalization  and  the  methods  of  paying  in  capital  are 
required  in  the  applications  made  to  State  officials  for  permission  to  establish  corpo- 
rations. (Abstract  of  the  decree  of  September  20,  1899,  Sec.  3. )'  The  method  of 
sul)scrib5ng  for  shares  (Sec.  VI),  and  regulations  regarding  contributions  other  than 
rash  (Sees.  VII-X,  XX),  increase  or  decrease  of  the  share  capital  (Sees.  XV- 
XVIII,  XXXI),  preferred  stock  (Sec.  XXVI),  nominal  value  (Sec.  XXVII)  pay- 
ment (Sec.  XXVIII)  and  form  of  shares  (XXIX),  and  the  purchase  of  its  own 
shares  by  a  corporation  (Sees.  XXXII,  XXXIII)  are  found  in  the  same  decree. 

B. — METHODS  OF  PROMOTING  AND  LIABILITY  OF  PROMOTERS. 

State  officials  are  authorized  to  look  into  the  character  and  financial  standing  of  pro- 
1 1  ii  >ters.  ( Imperial  patent  of  November  26, 1852,  quoted  under  Section  I V  of  the  Decree 
of  September  20,  1899.)  The  provisions  regarding  contributions  to  share  capital 
other  than  in  cash  may  also  apply  hen-  (Sees.  VII-X.  XX).  SjH-cial  privileges 
accorded  to  founders  must  be  stated  in  the  by-laws  (Sec.  XIX).  The  costs  of 
founding  a  company  may  be  distributed  over  a  period  of  years  not  to  exceed  5 
(Sec.  LI).  Promoters  are  made  personally  liable  for  unauthorized  proceedings  by 
the  general  commercial  code,  as  follows:  "A  corporation  as  such  does  not  exist  until 
it  has  received  the  approval  of  the  State  and  has  been  entered  in  the  Commercial 
Register.  Persons  acting  in  the  name  of  a  corporation  before  such  approval  and 
entry  are  jointly  and  severally  liable  for  such  acts."1 

'  When  not  otherwise  stated,  references  by  sections  are  to  this  decree,  which  is  abstracted  at  length 
on  pp.  207-279. 
sHandel.*L'esH/lmeh.  Austrian  Commercial  Code,  abbreviated  H.  G.  B.,  211. 
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C. — LIABILITY  OF  STOCKHOLDERS. 

The  liability  of  stockholders  for  payment  on  shares  is  defined  in  the  following 
sections  of  the  general  commercial  code: 

' '  A  shareholder  is  in  no  case  obligated  to  return  interest  or  dividends  received  in 
good  faith."1 

' '  A  shareholder  is  not  liable  to  contribute  more  to  the  purposes  of  the  company 
and  to  meet  its  obligations  than  the  amount  fixed  by  the  by-laws  to  be  paid  for 
shares."2 

"A  shareholder  is  legally  obligated  to  pay  interest  at  the  rate  of  6  per  cent  in  case 
of  delinquency  in  making  payments  on  shares.  The  by-laws  may  in  addition  provide 
for  the  payment  of  a  fine  in  such  cases;  they  may  also  provide  that  delinquent 
shareholders  shall  lose  their  rights  as  subscribers  to  shares  and  forfeit  payments 
already  made  to  the  company.3  If  no  special  form  is  provided  in  the  charter  of  a 
company,  calls  for  payments  on  shares  shall  be  made  in  the  form  in  which  the  ordi- 
nary notices  of  the  company  are  issued.4  A  shareholder  can,  however,  in  no  case 
be  declared  to  have  forfeited  his  rights  unless  the  call  for  payment  has  been  pub- 
lished at  least  3  times  in  the  public  newspapers  designated  for  this  purpose,  the  last 
time  at  least  4  weeks  before  the  last  day  fixed  for  payment.  In  the  case  of  shares 
issued  only  under  particular  names,  however,  special  notices  sent  to  the  individual 
shareholders  may  take  the  place  of  publication  in  newspapers.5 

"So  long  as  amounts  due  on  shares  have  not  been  fully  paid  in,  the  shareholder  is 
released  from  liability  to  pay  in  case  of  a  transfer  of  his  shares  to  another,  only  in 
case  the  company  accepts  the  new  holder  in  his  place  and  relieves  him  from  his  obli- 
gations. Even  in  this  case  the  retiring  shareholder  is  liable  in  the  second  instance 
to  the  extent  of  the  amount  remaining  due  at  the  time  of  his  withdrawal  for  a  period 
of  one  year  succeeding  his  withdrawal. ' '  6 

The  obligation  of  shareholders  for  the  performance  of  certain  periodic  duties  other 
than  money  payments  on  shares  is  limited  by  Sec.  XXX  of  the  decree  of  September 
20,  1899. 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

The  method  of  electing  the  first  board  of  directors  by  the  constitutive  general  meet- 
ing (Sees.  XIII,  XIV)  and  of  later  boards  of  directors,  by  regular  general  meetings, 
and  the  duties  of  directors  in  general  (Sees.  XXXIV-XXXVI )  are  stated  in  the  decree 
of  September  20,  1899.  The  same  sections  also  fix  the  duties  and  responsibilities 
of  executive  committees  and  councils  of  direction,  which  may  exercise  certain  direc- 
toral  functions.  The  compensation  received  by  directors  and  others  must  be  stated 
in  the  by-laws.  (Sec.  XXXVIII. )  It  is  the  duty  of  directors  to  keep  the  books  of 
the  company  and  submit  accounts  to  the  stockholders.  (Sees.  XLIX,  L.)  Other 
special  duties  of  directors  are  laid  down  in  the  general  commercial  code  as  follows: 

"If  the  latest  balance  sheet  shows  that  the  capital  stock  of  a  company  has  been 
diminished  by  one-half,  the  board  of  directors  must  call  a  general  meeting  without 
delay,  and  immediately  give  notice  of  the  condition  of  affairs  to  the  proper  adminis- 
trative official.  The  latter  may  in  such  a  case  examine  the  books  of  the  company, 
and  if  its  condition  warrants,  order  its  dissolution. 

"If  it  be  ascertained  that  the  property  of  a  company  no  longer  covers  its  debts,  its 
board  of  directors  must  announce  the  condition  of  affairs  to  the  court  for  the  purpose 
of  beginning  bankruptcy  proceedings.7 

"Members  of  the  board  of  directors  are  not  personally  liable  to  third  parties  for 
acts  undertaken  by  them  with  the  authority  of  the  company.  Members  of  the 
board  of  directors  who  exceed  the  limits  of  their  authority  or  who  act  contrary  to 
the  regulations  of  this  law  or  the  charter  of  the  company  are  liable  jointly  and 
severally  for  damages  arising  therefrom.  This  applies  particularly  in  case  they  pay 
dividends  or  interest  to  shareholders  contrary  to  the  provisions  of  H.  G.  B.,  Sec.  217 
(see  under  G,  below),  or  in  case  they  make  payments  at  a  time  when  they  should 
have  been  aware  of  the  insolvency  of  the  company.' ' 8 

i  H.  G.  B.,  218. 

?H.  G.  B.,  219. 

3H.  G.  B.,  220. 

<See  H.  G.  B  .  209,  par.  11. 

6H.  G.  B.,  221. 

6H.  G.  B.,223. 

7H.  G.  B.,  240. 

8H.  G.  B.,  241. 
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E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS  AND  OTHERWISE. 

Restrictions  upon  directors  may  be  found  in  the  general  commercial  code l  quoted 
under  Sec.  XXXIV  of  the  decree  of  September  20,.  1899,  and  also  under  Sec.  XXXV 
of  the  same  decree. 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 

A  law  of  April  7,  1870,  which  took  the  place  of  sections  479,  480,  and  481  of  the 
general  commercial  law  of  May  27,  1852,  makes  the  following  special  provisions 
regarding  prices:  "Agreements  of  employers  for  the  purpose  of  forcing  a  reduction 
of  wages  or  other  less  favorable  conditions  of  labor  upon  their  workmen  by  means  of 
a  stoppage  of  work  or  the  dismissal  of  workmen,  and  agreements  of  laborers,  with  the 
intention  of  obtaining  higher  wages  or  other  more  favorable  conditions  of  labor  by 
means  of  a  combined  stoppage  of  work,  and  finally  all  combinations  for  the  support 
of  those  who  stand  by  such  agreements  or  to  harm  those  who  renounce  them  are  of 
no  legal  effect  (Sec.  2). 

"Whoever,  in  order  to  effect  the  formation,  the  extension,  or  the  compulsory 
carrying  out  of  such  agreements,  hinders  or  attempts  to  hinder,  by  means  of  intimi- 
dation or  violence,  employers  or  employees  in  the  carrying  out  of  their  free  will  to 
give  or  accept  work  is  guilty  of  a  misdemeanor  and  shall  be  punished  by  the  court 
with  a  term  of  imprisonment  of  from  eight  days  to  three  months  in  case  his  offense 
does  not  come  under  some  more  severe  provision  of  the  criminal  code  (Sec.  3). 

"The  above  provisions  apply  also  to  agreements  of  manufacturers  (Gewerbsleuten ) 
formed  for  the  purpose  of  increasing  the  price  of  a  commodity  to  the  disadvantage  of 
the  public."  (Sec.  4.) 

G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

Regulations  regarding  profits  and  dividends  are  found  under  Sections  XXVI, 
XLIX-LIV  of  the  decree  of  September  20,  1899.  The  following  provisions  of  the 
general  commercial  code  also  apply  here: 

"A  shareholder  can  not  demand  the  return  of  amounts  paid  in  on  shares,  and  as 
long  as  the  company  exists  he  has  a  claim  only  upon  the  net  profit,  in  accordance 
with  the  provisions  of  the  company's  charter  with  regard  to  the  division  of  the  same 
among  shareholders.2 

"Interest  at  a  fixed  rate  may  neither  be  promised  nor  paid  out  to  shareholders; 
only  the  net  surplus  shown  by  the  annual  balance  sheet  after  the  deduction  of  con- 
tributions to  the  reserve  capital,  when  so  provided  in  the  by-laws  (Sec.  LIU,  Decree 
of  September  20,  1899),  may  be  divided  among  them.  An  exception  to  the  above 
rule  with  regard  to  the  payment  of  fixed  rates  of  interest  may,  however,  be  made  in 
the  company's  charter  for  a  definite  period  of  time,  no  longer,  however,  than  is 
necessary  for  the  preparation  of  the  company  for  the  full  prosecution  of  its  business."3 

H.— REGULATIONS  REGARDING  THE  OWNERSHIP  OF  STOCK  IN  OTHER  CORPORATIONS, 
OR  THE  COMBINATION  OF  DIFFERENT  CORPORATIONS. 

There  are  no  regulations  regarding  the  ownership  of  stock  in  other  corporations. 
The  combination  of  corporations  can  occur  only  where  the  by-laws  expressly  permit 
it  (Sec.  LV),  and  action  on  resolutions  providing  for  such  combinations  is  expressly 
reserved  to  the  general  meeting  (Sec.  XXXIX). 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

A  great  number  of  reports  and  statements  are  required  of  corporations  by  the  Gov- 
ernment in  the  exercise  of  its  right  of  supervision  (see  under  N,  below)  and  in  the 
assessment  of  corporations  for  purposes  of  taxation  (see  under  M,  below). 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

Reports  must  be  made  to  the  constitutive  general  meeting  covering  the  trans- 
actions of  the  founders  (Sees.  XIII,  XIV).  Full  notice  must  be  given  to  stock- 
holders regarding  resolutions  proposed  for  passage  at  general  meetings  (Sees.  XL, 
XLI).  Accounts  must  be  submitted  annually  (Sec.  L),  and  provision  is  made  for 
the  publication  of  notices  and  accounts  (Sec.  LIV. ) 

i  H.  G.  B.,  231-234.  *  H.  G.  B..  216.  »  H.  G.  B.,  217. 
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L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  AND 
OVERSIGHT  OF  BUSINESS. 

The  provisions  mentioned  under  K,  above,  guarantee  not  only  stockholders,  but 
also  administrative  officials  and  the  general  public,  considerable  privileges  regarding 
the  examination  of  corporate  affairs.  Stockholders  exercise  supervision  over  busi- 
ness directly  through  the  general  meeting  (Sees.  XIII-XIV,  XXXIX-XLVIII), 
and  indirectly  through  councils  of  direction  (Sec.  XXX VI),  councils  of  supervision, 
or  revisers  of  accounts  (Sec.  XXXVII).  The  general  commercial  code  provides  as 
follows  regarding  the  call  for  general  meetings: 

"The  purpose  of  a  general  meeting  must  always  be  announced  in  the  call  for  the 
same.  Resolutions  dealing  with  subjects  not  so  announced  may  not  be  adopted, 
with  the  exception  of  resolutions  providing  for  the  calling  of  an  extraordinary  gen- 
eral meeting.  Motions  may,  however,  be  made  and  discussed  in  a  general  meeting 
without  such  prior  announcement."  l 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS. 

Provisions  regarding  the  taxation  of  Austrian  corporations  are  found  in  the  law  of 
October  25,  1896.  The  principle  of  stoppage  at  the  source  is  employed.  The  second 
part  of  the  above  law  is  devoted  entirely  to  business  undertakings,  including  corpora- 
tions, which  are  obliged  to  make  public  reports  of  their  accounts  to  the  Government 
(Sec.  83).  Its  main  points  are  as  follows:  The  business  tax  (Erwerbsteuer)  imposed 
upon  undertakings  which  must  make  public  reports  of  their  accounts  shall  amount 
to  10  per  cent  of  their  taxable  net  income,  unless  otherwise  provided  for  in  the 
following  paragraphs.2 

The  tax  may  not,  however,  amount  to  a  smaller  sum  than  one  one-thousandth  of  the 
total  capital  invested  in  the  taxable  undertaking,  and  in  the  case  of  joint  stock 
insurance  companies,  not  less  than  one  one-thousandth  of  the  net  annual  premiums 
(after  subtracting  rebates  on  preniiums).  In  the  case  of  corporations  and  command- 
ite  companies,  taxable  capital  is  here  construed  to  mean  the  paid-in  share  capital 
plus  the  yet  unpaid  original  debt. 

Corporations  paying  dividends  in  excess  of  10  per  cent  in  any  one  year  are  subject 
to  additional  taxes  as  follows:  A  tax  of  2  per  cent  on  what  is  paid  in  dividends 
between  the  llth  and  the  15th  per  cent,  and  a  tax  of  4  per  cent  on  what  is  paid  in 
dividends  from  15  per  cent  upward. 

Exceptions  are  made  in  favor  of  mutual  insurance  companies  and  savings  banks 
which  pay  a  lower  rate  of  taxation  than  the  above. 

The  method  of  administering  the  tax  law  of  October  25,  1896,  is  prescribed  in  the 
greatest  detail  in  a  decree  ( Vollzugsvorschrif  t)  published  May  25,  1897,3  which  con- 
tains complete  forms  of  tax  statements  and  lays  down  minutely  the  provisions 
according  to  which  the  annual  net  income  of  corporations  is  to  be  ascertained.  From 
this  document  the  following  important  qualifying  statements  are  taken  (p.  996,  art. 
39): 

It  is  to  be  noted  that  the  percentage  of  dividend  according  to  which  the  above  tax 
is  assessed  is  not  to  be  calculated  on  the  basis  of  capital  construed  as  in  paragraph  2, 
above,  but  solely  on  the  basis  of  share  capital  actually  paid  in,  deducting  only  the 
amount  of  share  capital  already  amortized. 

It  makes  no  difference  whether  dividends  paid  in  excess  of  10  per  cent  are  drawn 
from  profits  actually  obtained  from  business  operations  or  whether  they  are  paid  out 
of  reserve  funds,  except  in  cases  where  the  tax  has  already  been  paid  at  the  time 
money  was  transferred  to  the  reserve  funds. 

N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

Control  exercised  by  the  Government  in  passing  upon  preliminary  and  final  appli- 
cations for  the  formation  of  a  corporation  is  covered  by  Sections  I-XII  of  the  decree 
of  September  20,  1899.  Changes  in  the  charter  and  by-laws  of  a  corporation,  includ- 
ing an  increase  or  decrease  of  share  capital  (Sees.  XV  and  XVI)  or  the  creation  of  a 
bonded  debt  (Sec.  XXIII),  also  require  the  approval  of  State  officials.  Arbitrary 
interference  by  the  State  is  forbidden  by  Sec.  LVI  of  the  same  decree.  The  super- 
vision of  insurance  companies  and  foreign  corporations  is  provided  for  by  special 
decrees,  abstracts  of  which  follow: 

Insurance  companies. — A  joint  decree  of  the  ministries  of  the  interior,  justice,  com- 

>H.  G.  B.,238. 

2  An  additional  tax  of  one-half  per  cent  is  added  to  the  10  per  cent  noted  above  unless  the  total  sum 
realized  from  taxation  under  this  law  does  not  reach  a  certain  amount  which  is  fixed  with  reference 
to  the  income  of  the  State  from  combined  sources  during  the  fiscal  year.  (See  arts.  8  and  9,  law  of 
October  25,  1896,  Reichsgesetzbuch,  No.  220.) 

3R.  G.  B.,  No.  124. 
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merce,  and  finance  of  March  5, 1896,1  lays  down  regulations  for  the  formation,  organi- 
zation, and  management  of  insurance  companies.  Such  companies  are  subject  to 
State  supervision  to  a  much  greater  degree  than  ordinary  business  corporations,  as 
the  following  extracts  from  this  decree  indicate: 

"  The  supervision  of  the  State  [over  insurance  companies]  must  cover  the  exact 
observance  on  the  part  of  the  companies  of  their  legal  and  charter  regulations,  and 
also  all  circumstances  affecting  the  power  of  the  company  to  meet  its  future  obliga- 
tions at  any  time.  It  must  consequently  give  particular  attention  to  the  correct 
estimate  of  the  premium  reserve,  the  investment  of  funds,  and  also  the  correct,  com- 
plete, and  clearest  possible  presentation  of  all  circumstances  connected  with  the 
management  and  property  of  the  companv  in  abstracts  and  reports  of  accounts." 
(Sec.  27.) 

The  decree  of  March  5,  1896,  protects  the  interests  of  policy  holders  as  follows: 
"The  report  on  the  management  of  insurance  companies  and  their  abstracts  of 
accounts  are  to  be  given  the  widest  practical  publicity,  and  copies  of  the  same  must 
be  held  ready  at  all  times  for  the  examination  of  policy  holders,  or  to  be  sent  to 
them  on  request.  Insurance  companies  are  also  obligated  to  send  to  policy  holders 
upon  request  at  any  time  copies  of  their  by-laws  or  general  statements  regarding  the 
conditions  under  which  they  accept  risks."  (Sec.  35.) 

Public  reports  are  required  of  insurance  companies  as  follows: 

"Insurance  companies  must  submit  the  following  reports  in  authentic  form  to  the 
ministry  of  the  interior  annually: 

"(1)  At  least  3  copies  of  the  report  on  management,  including  the  abstract  of 
accounts; 

"  (2)  A  copy  of  the  minutes  of  the  general  meeting; 

"  (3)  Evidence  of  the  publication  of  the  abstract  of  accounts  as  required  by  law." 
(Sec.  31.) 

Further,  insurance  companies  are  required  to  furnish  the  ministry  of  the  interior 
with  any  information  desired  for  the  purpose  of  lightening  the  duties  of  State  super- 
vision or  for  publication  in  the  annual  official  statistical  reports.  ( Sec.  35. )  Insurance 
companies  are  obligated  to  furnish  State  supervisory  officials  with  all  assistance  and 
explanations  which  they  may  desire  in  exercise  of  their  right  of  supervision,  and 
also  to  open  to  them  the  books,  accounts,  etc. ,  of  the  company  at  any  time.  (Sec.  38. ) 

The  business  of  foreign  insurance  companies  in  Austria  is  subject  to  State  super- 
vision to  the  same  extent  as  domestic  companies,  and  so  far  as  possible  this  supervision 
is  to  be  extended  over  the  whole  business  of  such  companies  (i.  e.,  its  transactions 
outside  as  well  as  within  Austria).  To  this  end  the  resident  representative  of  foreign 
insurance  companies  in  Austria  must  procure  from  its  central  office,  if  need  be,  all 
books  and  statements  of  the  company  necessary  for  its  supervision  by  Austrian 
officials.  (Sec.  39.) 

The  admission  of  foreign  corporations  to  do  business  in  Austria,  with  the  exception 
of  insurance  companies,  is  regulated  by  an  imperial  decree  of  November  29,  1865.2 
Reciprocal  permission  granted  to  Austrian  corporations  of  a  similar  character  to  do 
business  in  foreign  countries  is  made  one  of  the  conditions.  (Art.  1,  par.  b.)  The 
foreign  corporation  must  appoint  a  representative,  subject  to  the  confirmation  of  the 
administration  of  the  State,  who  must  take  up  his  residence  at  the  seat  of  the  prin- 
cipal branch  of  the  corporation  in  Austria,  and  who  shall  have  full  power  to  repre- 
sent the  company  in  all  affairs  of  the  companv  relating  to  its  Austrian  business. 
This  representative  is  iv< pared  to  submit  annually  to  the  local  representative  of  the 
Austrian  Government  tin-  minutes  of  the  general  meeting  of  his  company,  its  general 
balance  sheet,  and  its  special  balance  sheet  for  its  Austrian  business.  These  balance 
sheets  must  also  be  published  by  the  company.  (Sec.  5.) 


ABSTRACT  OF  DECREE  ( VERORDNUNG)  OF  THE  AUSTRIAN  MINISTRIES 
OF  THE  INTERIOR,  FINANCE,  COMMERCE,  JUSTICE,  AND  AGRICUL- 
TCRE  OF  SEPTEMBER  20,  1899,  TOGETHER  WITH  CERTAIN  OTHER 
LEGAL  PROVISIONS  REGARDING  CORPORATIONS  REFERRED  TO 
THEREIN. 

SECTIONS  1  AND  2. — APPLICATION  FOR  PERMISSION  TO  ESTABLISH  A  CORPORATION. 

The  permission  of  the  State  is  necessary  for  the  formation  or  transformation  of  a 
joint  stock  company.  The  application  for  the  permission  of  the  State  may  be  either 
(«)  for  the  approval  of  the  formation  of  the  joint  stock  company  or  (6)  for  the  permis- 

i  R.  G.  B.,  No.  31.  -  R.  G.  B..  127. 
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sion  to  take  the  preliminary  steps  with  a  view  to  the  formation  of  such  a  company. 
All  applications  for  the  permission  of  the  State  must  be  sent  to  the  political  official 
of  the  central  government  in  whose  administrative  district  the  joint  stock  company 
is  to  have  its  seat.  Such  applications  must  state  the  names,  positions,  and  residences 
of  the  applicants.  (Firm  names  and  the  location  of  firms  must  be  given  in  ease  any 
such  apply.  If  several  persons  together  apply  for  permission  of  either  sort  (see  a 
and  b  above) ,  they  must  state  in  their  application  the  person  or  persons  whom  they 
wish  to  represent  them  in  the  matter,  and  who  shall  be  empowered  to  transact  the 
necessary  dealings  with  the  State  official  in  securing  permission). 

SECTION  3. — APPLICATIONS  FOR  PRELIMINARY  PERMISSION. 

Applications  for  preliminary  permission  must  be  made  in  the  cases  provided  for  by 
Sec.  15  of  the  Imperial  Patent  of  November  26,  1852,  i.  e. :  (a)  When  the  persons 
who  wish  to  undertake  the  formation  of  the  corporation  intend  to  issue  public 
notices  or  calls  in  order  to  encourage  participation,  or  (6)  when  the  undertaking  is 
of  such  a  character  that  it  necessitates  preliminary  action  by  which  the  rights  of 
third  persons  are  affected.  (For  example  surveys,  the  granting  of  which  presup- 
poses the  permission  or  assistance  of  public  officials.)  Further,  preliminary  permis- 
sion may  be  sought  when  the  promoters  do  not  intend  to  organize  the  corporation1 
at  once.2 

In  the  statement  conveying  the  application  for  preliminary  permission  to  form  a 
joint  stock  company  the  reasons  for  applying  for  such  permission  must  be  stated  in 
detail  and  the  plan  of  the  undertaking  described  in  its  main  outlines.  Five  copies  of 
the  plan  of  the  charter  or  by-laws  of  the  corporation  must  accompany  the  application. 

The  plan  of  the  charter  must  cover  the  following  points  in  particular: 

(1)  The  names  or  the  firms,  as  the  case  may  be,  of  those  applying  for  the  charter, 
and  the  names  of  all  other  persons  who  are  to  represent  the  interests  of  the  corpora- 
tion up  to  the  time  it  is  definitively  constituted. 

(2)  The  firm  name  and  seat  of  the  corporation. 

(3)  The  object  of  the  undertaking. 

(4)  The  amount  of  capital  and  of  the  separate  shares  and"  fractional  parts  of 
shares. 

(5)  Regulations  as  to  whether  the  shares  are  to  be  issued  under  a  particular  name 
or  to  holder,  and  whether  they  may  be  changed  from  the  one  form  to  the  other  and 
by  what  method  of  procedure. 

(6)  Regulations  regarding  the  paying  up  of  shares  (payment  in  full  or  in  part). 

( 7 )  Regulations  regarding  the  appointment  and  the  organization  of  the  board  of 
directors. 

(8)  Regulations  regarding  the  manner  of  calling  the  constitutive  general  meeting, 
quorum,  and  method  of  passing  resolutions  at  such  meeting,  and  the  matters  which 
it  will  be  called  to  pass  upon. 

The  plan  of  the  charter  must  also  give  statements  with  regard  to  the  following 
points  in  case  it  is  the  intention  to  adopt  them : 

(9)  If  shares  of  different  kinds  are  to  be  issued,  the  total  amount  of  each  kind, 
together  with  a  statement  of  the  particular  rights  accorded  each  of  the  different 
kinds  of  shares. 

(10)  In  case  contributions  other  than  cash  are  to  be  accepted  or  purchases  are  to 
be  made  in  founding  the  corporation,  the  statement  required  by  law  3  in  such  cases. 

(11).  If  particular  privileges  are  to  be  accorded  individual  shareholders  or  others, 
the  nature  and  the  extent  of  these  privileges  are  to  be  given,  together  with  the 
names  of  the  persons  concerned. 

(12)  If,  in  addition  to  the  payments  on  shares,  other  regular  duties  not  of  a  finan- 
cial character  are  laid  upon  shareholders,  the  statement  required  by  law  *  regarding 
such  duties. 

SECTION  4. — ACTION  UPON  APPLICATIONS  FOR  PRELIMINARY  PERMISSION. 

The  political  official  representing  the  central  government  in  the  district  in  which 
the  corporation  is  to  have  its  seat  is  empowered  to  grant,  in  the  name  of  the  minis- 
try of  the  interior,  preliminary  permission  for  the  formation  of  a  corporation  within 


1  The  word  "Verein"  is  translated  as  "corporation"  here.    The  imperial  patent  of  November  26 
refers,  however,  not  only  to  industrial,  but  also  to  political,  social,  and  other  forms  of  organization. 
But  as  applied  in  the  decree  of  September  20,  1899,  the  word  "corporation"  seemed  to  be  the  best 
translation.    Throughout  the  word  "Gesellschaftsvertrag"  is  translated  "charter  [of  a  company;]  " 
the  word  "Statuten,"  "by-laws." 

2  Sec.  15,  Imperial  Patent  of  November  26, 1852. 

3  See  below  p.  272,  Sec.  20,  Ver.  v.,  September  20,  1899. 
<See  below  p.  273,  Sec.  30,  Ver.  v.,  September  20,  1899. 
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the  provisions  of  this  act.  In  all  cases  where  the  granting  of  such  permission  would 
affect  the  sphere  of  action  of  other  State  officials  he  should  put  himself  into  com- 
munication with  them  as  quickly  as  possible  before  granting  the  preliminary  permis- 
sion. 

Officials  are  directed  to  transact  business  of  this  nature  with  all  possible  dispatch, 
and,  as  a  rule,  to  answer  applications  for  permission  within  30  days  at  the  longest. 
The  official  is  to  file  the  papers  in  the  case  with  the  ministry  of  the  interior. 

In  case  the  official  should  have  any  doubt  regarding  the  granting  of  the  permis- 
sion he  should  leave  the  decision  with  the  ministry  of  the  interior. 

With  the  granting  of  preliminary  permission,  the  parties  to  whom  the  charter  is 
granted  are  empowered  to  take  the  necessary  steps  for  the  founding  of  the  corporation 
under  consideration,  including  the  issue  of  public  announcements  and  calls  for  the 
purpose  of  procuring  the  subscriptions  of  shares. 

The  official  has  the  right *  to  state  in  granting  preliminary  permission  for  a  corpora- 
tion the  conditions  under  which  it  is  to  be  formed.  He  may  entirely  refuse  permis- 
sion in  case  the  personality  of  the  promoters  or  their  financial  ability  does  not,  in 
his  opinion,  guarantee  the  upright  conduct  of  an  undertaking,  or  at  least  is  not  such 
as  to  assure  him  that  unauthorized  by-purposes  will  not  be  followed  by  the  company. 
He  must,  of  course,  refuse  permission  in  case  the  object  proposed  for  the  corporation 
is  not  permitted  by  law.  It  is  made  his  especial  duty  to  observe  that  in  the  case  of 
corporations  which  purpose  seeking  subscribers,  either  by  way  of  public  announce- 
ments or  by  private  subscriptions,  it  shall  be  expressly  stated  either  in  the  programme 
itself  or  hi  the  invitation  to  subscribe,  who  are  to  represent  the  interests  of  the 
company  up  to  the  time  of  its  definitive  constitution  and  who  are  to  accept  the 
responsibility  with  regard  to  preliminary  action  in  founding  the  corporation;  it  is 
further  his  duty  to  see  that  each  participant  in  the  company,  as  soon  as  he  becomes 
such,  complies  with  the  published  programme  and  bv-laws.  In  granting  preliminary 
permission  for  the  formation  of  a  corporation  the  conditions  are  always  to  be  stated, 
which  must  be  fulfilled  before  the  final  permission  shall  be  granted,  especially  those 
requiring  the  paying  in  of  the  share  capital  in  cash  by  means  of  subscription,  and 
also  the  legal  requirements  regarding  contributions  other  than  money  to  the  capital, 
or  purchases  necessary  to  the  formation  of  the  corporation.  (See  pp.  270,  272.) 

Public  notices  or  calls  for  subscriptions  must  contain  statements  1  to  12  of  Sec.  3 
above. 

Preliminary  permission  expires  in  a  year  from  the  date  it  is  granted,  if  within  this 
period  application  is  not  made  for  final  permission.  In  exceptional  cases  this  period 
may  be  extended,  notice  of  the  extension  being  sent  to  the  ministry  of  the  interior 
by  the  official  granting  it. 

SECTION  5. — APPLICATIONS  FOR  FINAL  PERMISSION. 

Application  for  final  permission  must  state  in  greater  detail  all  facts  regarding  the 
corporations  (see  above,  p.  208),  and  must  explain  the  circumstances  determining 
amount  of  capital  to  be  invested  in  plant  or  share  capital,  as  the  case  may  be. 
(Anlaee- bezw.  Aetiencapital.)  In  case  of  corporations  which  intend  to  carry  out 
building  operations,  the  time  of  beginning  the  work,  of  completing  its  various  parts, 
and  of  its  final  completion  must  be  stated.  It  is  made  the  duty  of  those  seeking  the 
charter  to  add  everything  to  their  statement  necessarv  to  the  explanation  of  their 
programme  for  reali/.ini_r  their  business  undertaking.  Ten  correction-free  copies  of 
the  charter  and  by-laws  must  accompany  the  applicatii  >n.  Especial  mention  is  again 
made  in  this  connection  with  regard  to  the  regulations  concerning  contributions  to 
capital  other  than  in  money  or  acquisitions  of  property  necessary  for  the  founding 
of  the  corporation. 

SKCTION  6. — METHOD  <>K  x  r.-<  KIHING  FOR  SHARES. 

Application  for  final  permission  must  also  be  accompanied  by  a  statement  regard- 
ing means  proposed  for  guaranteeinir  the  paying  in  of  tne  cash  capital.  To  this  end, 
written  declarations  of  the  concessionaires  or  of  third  jiersons  regarding  the  subscrip- 
tion of  shares,  together  with  a  list  of  the  subscribers,  with  their  names,  occupations, 
and  re.-idencrs.  and  the  number  of  shares  for  which  they  subscribe  must  be  sub- 
mitted. Kadi  subscription  for  shares  must  contain  a  statement  of  points  1  to  12  of 
:>  tsee  p.  2»>S),  and  a  statement  from  the  subscriber  that  he  obligates  him-eif 
to  accept  and  pay  cash  for  the  shares  to  which  he  subscribes,  in  case  the  corporation 
i-  L'rantfd  a  charter.  This  statement  mu-t  LTJVC  the  number  and  kind  of  share--  sub- 
scribed for  by  each,  the  price  to  be  paid  for  them  (UebemahmMOn),  time,  and 
amount  of  payments. 

It..  17.  mid  !*  of  the  Imperial  Patent  of  November  26.  1852. 
I  C — VOL   XVIII — 01 IS 
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If  public  subscription  has  been  invited,  copies  of  the  public  calls  or  notices  issued 
must  also  be  submitted,  together  with  the  application  for  final  permission. 

SECTIONS  7  AND  8. — CONTRIBUTIONS  OTHER  THAN  CASH. 

If,  according  to  the  plan  for  the  foundation  of  the  corporation,  contributions  other 
than  money  are  to  be  accepted  as  a  part  of  the  share  capital  ( Apports),  or  if  materials 
(Anlagen)  either  existing  or  to  be  produced,  or  other  property  is  to  be  taken  over  by 
the  proposed  corporation,  a  statement  containing  all  details  necessary  for  the  forma"- 
tion  of  a  judgment  regarding  these  transactions  must  be  submitted  with  the  applica- 
tion for  final  permission.  Legal  documents,  excerpts  from  the  books  of  the  corpora- 
tion, etc.,  regarding  such  transactions,  are  also  to  be  handed  in. 

SECTION  9. — EEPORTS  ON  CONTRIBUTIONS  OTHER  THAN  CASH. 

A  special  written  report  must  be  made  in  the  case  of  contributions  other  than  cash 
to  the  share  capital  or  of  acquisitions  of  property  necessary  to  the  founding  of  the 
company,  which  shall  contain  an  exact  statement  regarding  the  object  contributed  or 
purchased,  the  person  from  whom  the  corporation  is  to  acquire  the  object,  the  number 
of  shares  to  be  issued  or  consideration  paid  for  the  object,  together  with  a  statement 
of  all  burdens  assumed  by  the  company  and  ot  other  conditions  under  which  such 
contributions  or  acquisitions  are  made.  If  personal  property  (bewegliche  Sachen)  are 
to  be  taken  over  by  the  company,  the  amount  of  which  is  not  definitely  fixed  at  the 
time  application  is  made,  a  statement  must  at  least  be  made  of  the  principles  that  will 
be  followed  in  fixing  the  price  of  the  same.  This  report  is  to  be  made  out  by  the 
applicants  for  the  charter  collectively,  together  with  the  persons  who  are  to  make 
contributions  other  than  cash  to  the"  capital  of  the  corporation  or  from  whom  pur- 
chases of  property  are  to  be  made. 

SECTION  10. — INVESTIGATION  OF  SUCH  CONTRIBUTIONS. 

The  value  of  such  contributions  or  acquisitions  and  the  statements  made  with  regard 
to  the  same  in  the  report  of  the  founders  is  to  be  ascertained  in  a  thoroughgoing  way. 
(Submission  of  inventories,  contracts  regarding  earlier  purchases,  data  with  regard  to 
amount  of  taxes  paid,  etc. )  The  applicants  for  the  charter  may  also  have  the  report 
of  the  founders  submitted  to  two  special  revisers.  If  the  applicants  for  the  charter 
do  not  give  sufficient  data  for  the  judgment  of  such  transactions,  the  submission  of 
their  report  to  revisers  may  be  required  by  the  State  administration  for  the  purpose 
of  deciding  whether  or  not  permission  should  be  granted. 

The  manner  of  selecting  such  revisers  is  as  follows:  A  list  of  persons  qualified  to 
perform  the  duties  of  revisers  is  submitted  to  the  political  official  of  the  State  by  each 
chamber  of  commerce  and  industry,  the  names  on  the  list  being  divided  according 
to  occupation  and  residence. 

From  this  list  the  revisers  may  be  selected  by  the  applicants  for  the  charter,  pref- 
erence being  given  to  those  persons  familiar  with  the  special  branch  of  business  in 
which  the  corporation  purposes  to  engage  and  with  the  district  in  which  it  is  to  be 
located. 

The  examination  of  the  revisers  must  cover  the  correctness  and  completeness  of 
the  special  statements  submitted  by  the  applicants  for  a  charter  regarding  noncash 
contributions  or  purchases  of  property,  and  the  suitability  of  the  consideration  pro- 
posed. The  revisers  must  submit  a  written  report  containing  the  results  of  their 
investigation,  together  with  a  statement  of  the  basis  of  their  calculations  regarding 
estimates  of  value. 

SECTIONS  11  AND  12. — GRANTING  OF  FINAL  PERMISSION. 

The  political  representative  of  the  Central  Government  must,  ordinarily  within  at 
least  14  days,  submit  the  application  for  final  permission  to  the  ministry  of  the 
interior. 

The  decision  on  such  applications  rests  with  the  ministry  of  the  interior,  who  must, 
however,  consult  other  ministries  in  case  the  projected  company  in  any  way  comes 
within  their  jurisdiction.  Permission  is  always  to  be  granted,  however,  if  the  plan 
for  the  undertaking  does  not  conflict  with  any  existing  laws  or  regulations.1  In  case 
the  State  administration  desires  a  change  in  the  charter  and  by-laws  of  the  corpora- 
tion 10  correction-free  copies  of  the  same  in  which  the  desired  change  has  been 

1  Sec.  14,  Imperial  Patent  oi  November  26,  1852. 
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made  must  be  submitted  before  the  issue  of  final  permission.  Permission  is  granted 
only  upon  condition  that  the  amount  of  cash  which,  according  to  the  charter  and 
by-laws  of  the  company  should  be  paid  in  before  the  registry  of  the  company,  has 
actually  been  paid  in  and  that  the  constitutive  general"  meeting  is  to  be  held  in 
accordance  with  the  provisions  of  this  act.1 

Disregard  of  either  of  these  conditions  forfeits  the  permission.  Ordinarily  such 
permission  expires  within  a  year,  although  in  special  cases  exceptions  may  be  made 
by  the  ministry  of  the  interior  for  weighty  reasons.  Announcement  is  made  of  the 
granting  of  such  final  permission  in  the  Wiener  Zeitung,  and  in  some  cases  In  local 
papers  also.  At  the  same  time  copies  of  the  approved  charter  and  by-laws  are  sent 
by  the  State  administration  to  the  commercial  and  business  chamber  of  the  district 
in  which  the  company  is  to  be  located. 

SECTIONS  13  AND  14. — CONSTITUTIVE  GENERAL  MEETING. 

Before  the  entry  of  a  company  in  the  registry  of  a  commercial  court  the  holders  of 
the  charter  (Concessionaires)  must  call  a  constitutive  general  meeting,  sending  notice 
in  advance  to  the  political  official  of  the  Central  Government  of  the  district  in  which 
the  company  is  to  be  located.  The  by-laws  of  a  corporation  must  contain  regulations 
with  regard  to  the  manner  of  calling  such  a  meeting,  quorum,  and  the  method  of 
passing  resolutions;  also  with  regard  to  who  shall  preside  over  it  and  the  matters 
reserved  for  its  decisions,  always  including  the  following: 

(1)  Decision  with  regard  to  the  formation  of  the  corporation  and  the  final  accept- 
ance of  the  contents  of  the  charter  and  by-laws  in  the  form  approved  by  the  State 
administration. 

(2)  The  election  of  the  members  of  the  first  council  of  supervision,  or  of  the  first 
revisers  of  accounts  (Sec.  37,  p.  275). 

(3)  Election  of  the  first  board  of  directors  in  case  their  appointment  is  not  pro- 
vided tor  in  some  other  way  according  to  the  by-laws  (Sec.  34,  see  p.  274),  and  also 
election  of  the  members  of  the  first  council  of  direction  (Sec.  36,  see  p.  275) . 

Reports  and  documents  concerning  all  previous  transactions  in  the  formation  of 
the  company,  especially  with  regard  to  capital  amounts  paid  in,  contributions  other 
than  ca<h,  purchases  of  property,  etc.,  must  be  submitted  to  this  meeting.  The 
majority  necessary  to  the  passage  of  the  resolution  for  the  formation  of  the  corpora- 
tion must  be  fixed  in  the  bv-laws  in  such  a  way  that  it  shall  require  at  least  one- 
fourth  of  all  subscribers  of  shares  and  one-fourth  of  the  total  number  of  shares  to  be 
i.-HK'd.  Further,  even  when  the  majority  provided  for  in  the  by-laws  is  attained, 
the  resolution  is  to  be  regarded  as  having  failed,  if,  according  to  the  charter  of  the 
corporation,  one  or  more  subscribers  to  -shares  have  contributed  property  or  things 
other  than  cash  to  the  joint  capital,  and  one-half  of  the  votes  of  the  remaining  sub- 
scribers  to  shares  are  cast  against  the  formation  of  the  company. 

Any  essential  changes  in  the  by-laws  of  the  company  (Sec.  3)  made  since  shares 
were  offered  for  subscription  require  a  unanimous  vote  of  the  shareholders  present 
at  the  constitutive  general  meeting  for  their  acceptance. 

Resolutions  adopted  by  the  constitutive  general  meeting  must  be  sworn  to  before 
a  judge  or  notary  (Beurkundung),  and  a  certified  copy  together  with  all  documents 
must  he  sent  to  thelocal  political  <  .llicial  <  >f  thecentral  government,  who,  after  examining 
it,  is  to  send  it  to  the  commercial  and  business  chamber  of  the  district  in  which  the 
corporation  is  located,  where  it  shall  be  open  to  inspection  by  anyone. 

no\s  13  AND  16. — CIIAM.IM;  CHARTER  OK  A  CORPORATION. 

Changes  in  the  charter  and  by-laws  of  a  corporation  require  the  approval  of  the 
State  and  must  pass  tlin-nirh  a  process  similar  to  that  described  above  in  the  case  of 
granting  the  final  permission  for  the  establishment  of  a  corporation.  An  increase  of 
the  total  capital  necessitates  a  chanire  of  the  charter  and  by-laws,  and  is  consequently 
subject  to  the  above  provisions.  In  such  cases  evidence  must  be  presented  that  an 
increase  ha<  l>eeu  determined  upon  in  accordance  with  the  charter  and  bv-laws,  and. 
further,  the  circumstances  justifying  theincreaseto  the  extent  determined  upon  must 
be  explained  in  general.  The  metnods  proposed  for  the  issue  and  payment  of  the 
proposed  new  shares  must  he  made  known  and  the  balance  sheet  of  the  company  for 
the  last  business  year  submitted  with  the  other  documents.  The  application  for  the 
permission  of  the  State  to  change  the  by-laws  so  as  to  increase  the  total  capital 
through  the  issue  of  new  shares  paid  in  cash  must  be  supported  by  the  following 
documents: 

1  Sec.  13,  Imperial  Patent  of  November  26,  1862. 
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(1 )  A  list  of  the  subscribers  to  shares  (Sec.  6). 

(2)  The  declarations  of  subscription  made  by  the  subscribers  which  must  state  the 
day  on  which  the  resolution  regarding  the  increase  of  capital  was  passed  by  the  cor- 
poration :  further,  the  number  and  kind  of  shares  subscribed  for  by  each  subscriber, 
price  to  be  paid  for  the  same,  and  the  time  and  amount  of  the  separate  payments  to 
be  made  thereon. 

(3)  A  statement  made  by  all  members  of  the  board  of  directors  that  the  total 
amount  due  on  the  newly  issued  shares  has  been  paid  to  the  corporation  in  cash  by 
the  subscribers. 

The  provisions  regarding  publicity  of  the  original  charter  and  by-laws  through 
commercial  and  business  chambers  apply  also  to  changes  in  the  charter  and  by-laws 
mentioned  above. 

SECTION  17. — CONTRIBUTIONS  OTHER  THAN  CASH. 

When  contributions  other  than  cash  are  made  for  new  shares,  the  provisions  of 
sections  8,  9,  10,  and  15  apply. 

SECTION  18. — REDUCTION  OF  THE  TOTAL  CAPITAL. 

Any  reduction  of  the  capital  stock  of  a  corporation  must  be  accomplished  in  the 
same  way  as  an  increase.  (See  above,  pp.  271,  272.)  Such  action  is  subject  to  the 
provisions  of  general  commercial  law  (H.  G.  B.,  243,  248)  regarding  the  division  of 
the  property  of  the  company  in  case  of  its  dissolution  and  the  publication  of  notice 
for  all  creditors  to  send  in  their  accounts,  which  must  be  made  three  separate  times 
with  a  period  of  3  months  succeeding  the  last  announcement. 

SECTION  19. — RIGHTS  OF  FOUNDERS. 

If,  according  to  the  plan  for  founding  a  company,  special  privileges  are  to  be 
accorded  to  particular  shareholders  or  other  persons  of  the  company,  the  kind  and 
the  extent  of  these  privileges  must  be  given  in  the  by-laws,  together  with  the  names 
of  the  persons  accorded  them. 

SECTION  20. — CONTRIBUTIONS  OTHER  THAN  CASH. 

In  case  contributions  to  the  capital,  other  than  cash,  are  accepted  either  in  the 
founding  of  a  company  or  when  a  new  issue  of  shares  is  made,  the  object  of  the  con- 
tribution, the  person  making  it,  the  number  of  shares  or  other  compensation  given 
for  it,  must  be  mentioned  in  the  by-laws.  Similar  provisions  cover  the  acquisition  or 
purchase  of  property  necessary  to  the  founding  of  a  company.  In  case  it  is  designed 
to  purchase  personal  property,  the  amount  of  which  is  not  yet  determined  at  the  time 
the  by-laws  are  drawn  up,  the  principles  according  to  which  the  prices  of  such  goods 
are  to  be  fixed  must  at  least  be  stated  in  the  by-laws.  Such  provisions  may  never  be 
dropped  from  the  by-laws,  although  at  a  later  time  they  may  be  included  in  historic 
form. 

SECTIONS  21  AND  22. — FIRM  NAME  AND  SEAT  OF  CORPORATIONS. 

With  regard  to  firm  name  and  seat  of  a  joint  stock  company,  the  general  provisions 
of  commercial  law1  apply. 

SECTION  23. — SPHERE  OF  ACTION  AND  BONDED  DEBTS. 

Special  permission  of  the  State  is  necessary  whenever  a  company  desires  to  take  up 
any  undertaking  outside  the  sphere  of  action  provided  for  it  in  its  charter.  This  applies 
particularly  whenever  a  company  wishes  to  create  a  bonded  debt,  in  which  case  the 
permission  of  the  State  is  granted  by  the  finance  ministry  after  a  consultation  with 
other  ministries  affected.  The  right  to  create  a  bonded  debt  must  appear  i  u  the  by- 
laws. Particular  resolutions  for  contracting  such  a  debt  can  not,  however,  be  incor- 
porated in  the  by-laws  until  they  have  received  the  approval  of  the  State. 

SECTIONS  24  AND  25. — KINDS  OF  SHARES. 

The  by-laws  must  contain  provisions  as  to  whether  shares  are  to  be  issued  under 
certain  names  or  to  holders,  or  whether  both  kinds  may  be  issued,  and  if  so,  the 
number  of  each  kind  and  the  possibility  of  changing  from  one  to  the  other  form.  If 

JH.  G.  B.,  art.  18,  et  seq. 
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shares  are  issued  under  particular  names,  the  by-laws  must  provide  for  the  keeping 
of  a  share  book  in  accordance  with  the  provisions  of  ordinary  commercial  law,  the 
purpose  of  which  should  be  at  all  times  to  show  transfers  and  present  ownership  of 
shares.  In  case  it  is  provided  that  shares  issued  under  particular  names  may  be 
transferred  only  with  the  consent  of  the  company,  the  by-laws  should  state  whether 
the  board  of  directors  alone  or  in  connection  with  other  organs  of  the  company  is 
competent  to  give  such  permission  to  transfer.  The  issue  of  fractional  parts  of 
shares  may  be  permitted  but  only  in  exceptional  cases  and  for  special  reasons.  The 
by-law?  must  state  whether  such  fractional  parts  of  shares  are  to  be  issued,  their 
number,  and  the  shares  which  are  to  be  divided  into  fractional  parts.  Shares  or 
fractions  of  shares  issued  by  the  company  are  not  [further]  divisible. 


SECTION  26. — PREFERRED  STOCK. 

In  case  different  kinds  of  shares  are  to  be  issued  the  special  rights  accruing  to  each 
kind,  especially  with  regard  to  the  division  of  net  profits  or  of  the  property  of  the 
company,  must  be  stated  exactly  in  the  by-laws.  In  case  preferred  stock  is  issued 
the  following  rules  must  be  observed: 

( 1)  Preferred  stock  may  not  exceed  two-thirds  of  the  total  share  capital. 

(2)  The  dividends  guaranteed  on  the  preferred  stock  shall  not  exceed  5  per  cent 
of  the  face  value  of  the  preferred  shares. 

(3)  In  case  it  is  provided  that  when  preferred  dividends  are  defaulted  they  shall 
be  made  up  in  whole  or  in  part  out  of  the  net  profit  of  later  business  years,  the 
highest  number  of  business  years,  which  may  not  exceed  5,  for  which  such  back 
payments  of  dividends  are  to  be  made,  must  be  stated  in  the  by-laws. 

SECTION*  27. — NOMINAL  VALUE  OF  SHARES. 

Ordinarily  the  face  value  of  shares  must  be  at  least  200  crowns  ($40).  Smaller 
undertakings  of  local  importance  only  may  be  permitted  to  issue  shares  to  particular 
names  of  a  less  amount,  not,  however,  smaller  than  100  crowns  ($20).  If  for  any 
cause  the  nominal  value  of  shares  should  be  reduced  below  the  amounts  stated  above, 
it  is  necessary,  at  least  before  new  stock  can  be  issued,  that  the  old  shares  should  be 
brought  together  under  titles  which  have  a  nominal  value  corresponding  to  the 
amounts  stated  above. 

SECTION  28. — PAYMENT  OP  SHARES. 

As  a  rule,  shares  are  to  be  paid  in  cash.  For  contributions  other  than  cash,  see  Sec. 
20.  The  issue  of  shares  for  a  less  sum  than  their  face  value  is  not  permissible.  Shares 
are,  as  a  rule,  to  be  paid  in  full  before  the  formation  of  the  company  or  before  shares 
are  issued,  as  the  case  may  be.  The  issue  of  shares  not  paid  in  full  may  be  permitted 
only  in  exceptional  cases  when  for  particular  reasons  such  a  policy  seems  desirable. 
Shares  issued  for  contributions  other  than  cash  may  be  so  issued  at  their  face  value 
only.  The  first  payment  on  shares  must  amount  to  40  per  cent  of  their  nominal 
value,  although  in  special  cases  a  smaller  payment,  not,  however,  less  than  25  per 
cent,  may  be  permitted.  As  a  rule,  the  first  payment  on  shares  must  amount  to  at 
least  200  crowns,  although  exceptions  may  be  made  in  the  case  of  smaller  under- 
takings of  local  importance  only.  In  case  the  shares  are  issued  at  a  price  exceeding 
their  nominal  value,  the  first  payment  on  them  must  include  this  excess.  Stock 
certificates  (Interimsscheine)  are  "to  be  issued  until  shares  are  paid  in  full. 

SECTION  29. — FORM  OF  SHARES. 

Shares  must  show  on  their  faces  in  detail  the  rights  and  duties  of  shareholders, 
special  provisions  regarding  transfer  of  shares,  duties  other  than  money  pavmente 
to  be  performed  by  shareholders  (Sec.  30) ,  and  a  list  of  the  different  kinds  of  shares 
issued  by  the  company,  together  with  a  statement  as  to  the  kind  to  which  the 
particular  share  itself  belongs. 

MOTION  30. — OTHER  DUTIES  OF  SHAREHOLDERS. 

In  case  shareholders  are  obligated  to  the  performance  of  certain  periodic  duties 
other  than  money  payments,  the  nature  and  the  extent  of  such  duties,  together  with 
the  penalties  for  their  nonfulfillment,  must  l>e  stated  in  the  by-laws.  Such  obliga- 
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tions  are  to  be  permitted  only  in  the  case  of  undertakings  (e.g.,  agricultural  and 
others  of  a  similar  character)  the  success  of  which  depends  upon  their  adoption. 
Shares  must  be  issued  under  particular  names  when  this  is  done.  A  resolution 
establishing  such  obligations  can  be  accepted  only  by  the  unanimous  vote  of  all 
shareholders. 

SECTION  31. — NEW  SHARES  OF  STOCK. 

lesues  of  new  shares  of  stock  can  not  be  made  until  earlier  issues  have  been  paid  up 
in  full.  Resolutions  providing  for  new  issues  must  be  reserved  by  the  by-laws  for 
the  action  of  the  general  meeting.  In  no  case  may  the  price  of  shares  be  set  below 
par.  If  a  higher  price  is  realized,  provision  must  be  made  that  the  excess  may  with 
the  fewest  deductions  possible  be  transferred  to  the  company.  With  these  limita- 
tions, shareholders  may  be  guaranteed  a  right  of  priority  [prior  purchase]  over  new 
issues,  but  no  such  right  of  priority  may  be  guaranteed  persons  other  than  share- 
holders. 

SECTION  32. — PURCHASE  OF  ITS  OWN  SHARES. 

The  purchase  of  its  own  shares  is  permitted  a  company  only  in  the  following  cases: 
(1}  For  the  purpose  of  reducing  its  capital  stock  (Sec.  18). 

(2)  In  carrying  out  the  provisions  of  Sec.  33  with  regard  to  the  redemption  of 
shares. 

(3)  By  way  of  execution,  in  order  that  the  company  may  realize  on  its  own  demand-. 
For  example,  when  a  shareholder  is  persistently  delinquent.     In  such  cases  the  shares 
called  in  must,  as  soon  as  possible,  be  sold,  or  if  this  is  not  possible,  a  corresponding 
reduction  of  the  capital  stock  must  be  made  in  the  way  provided  for  by  law  (Sec.  18). 
All  purchases  and  sales  by  the  company  of  its  own  stock  must  be  noted  in  its  yearly 
report. 

SECTION  33. — GRADUAL  REDEMPTION  OF  CAPITAL  STOCK. 

In  the  case  of  companies  whose  property  is  gradually  destroyed  in  production,  or 
wrhere  it  consists  of  rights  limited  as  to  time,  provision  may  be  made  in  the  by-laws 
for  the  gradual  redemption  of  its  capital  stock.     Details  are  fixed  in  the  decree  of 
September  20,  1899.     Instead  of  a  provision  for  the  gradual  redemption  of  shares, 
the  by-laws  may  also  provide  for  the  collection  of  a  fund  made  up  from  the  yearly 
net  profits  which  may  be  drawn  upon  for  the  reduction  of   the  capital  stock  in 
accordance  with  the  provisions  of  Sec.  18.     (See  above.) 
/ 

SECTION  34. — BOARD  OF  DIRECTORS. 

Only  shareholders  in  their  own  right  may  be  members  of  the  board  of  directors.1 

In  appointing  the  directors,  consideration  is  to  be  given  as  far  as  possible  to  those 
persons  whose  occupation  familiarizes  them  with  the  immediate  direction  of  the  busi- 
ness of  the  companv.  In  every  case  the  directors  are  to  be  given  a  measure  of  power 
with  regard  to  the  internal  affairs  of  the  company  that  corresponds  with  their  legal 
authority  to  represent  the  company  externally.  With  them  rests  the  decision  in  all 
cases  not  specifically  reserved  to  the  general  meeting  or  other  organs  of  the  company. 

If  the  directorate  is  made  up  of  a  plurality  of  members,  the  by-laws  must  contain 
provisions  regarding  the  way  in  which  they  shall  pass  resolutions.  As  a  rule,  the 
members  of  the  board  of  directors  must  either  be  elected  periodically  by  the  general 
meeting  of  shareholders  directly,  or  else  by  an  organ  of  the  company  designated  by 
the  by-laws,  whose  members  must  be  elected  by  the  general  meeting. 

It  may,  however,  be  provided  in  the  by-laws  that  the  members  of  the  first  board 
of  directors  shall  be  named  by  the  founders  of  the  company.  Ordinarily  a  director's 
term  shall  not  exceed  5  years.  The  by-laws  may  permit  reelection.  The  law  also 
provides  for  elections  in  case  of  vacancies. 

If  the  board  of  directors  is  composed  of  a  considerable  number  of  persons,  the 
by-laws  may  provide  that  for  the  immediate  direction  of  business  the  board  may  elect 
from  their  midst  an  executive  committee  whose  sphere  of  action  shall  be  determined 
by  the  board. 

From  the  general  commercial  law  (H.  G.  B.,  231-234)  the  following  provisions 
with  regard  to  the  board  of  directors  are  taken.  The  board  of  directors  is  obligated 
toward  the  company  to  regard  the  limitations  upon  its  power  fixed  in  the  charter  and 

1  The  original  is  eigenberechtigte  Personeu.  The  purpose  is  presumably  to  exclude  proxies  and 
trustees. 
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by-laws  or  by  the  resolutions  of  the  general  meeting.  Toward  third  persons,  how- 
ever, no  limitation  of  the  power  of  the  board  of  directors  to  represent  the  company 
has  legal  effect.  The  board  of  directors  makes  oath  in  the  name  of  the  company. 
Each  change  in  the  membership  of  the  board  of  directors  must  be  announced  in  the 
Commercial  Register  under  penalty  of  a  fine  in  contempt.  (Ordnungsstrafe. ) 

These  provisions  limit  the  executive  committee,  in  case  such  is  formed,  as  well  as 
the  boarl  of  directors. 

SECTION  35. — LIMITATIONS  UPON  MEMBERS  OF  THE  BOARD  OF  DIRECTORS. 

It  must  be  provided  in  the  by-laws  that  members  of  the  board  of  directors  may 
not,  without  the  consent  of  the  company,  begin  the  management  of  an  undertaking 
similar  to  that  of  the  company  on  their  own  account  or  for  others,  nor  enter  into  a 
similar  undertaking  as  a  personally  responsible  member  (personlich  haftende  Gesell- 
schafter),  nor  undertake  the  functions  of  a  member  of  the  board  of  directors,  council 
of  supervision  or  council  of  direction  of  another  similar  corporation.  It  must  also  be 
stated  in  the  by-laws  which  organ  of  the  com  pan  v  (board  of  directors,  council  of 
direction,  council  of  supervision  or  general  meeting)  is  competent  to  grant  this  per- 
misMon. 

In  case  legal  business  between  the  company  and  a  member  of  the  board  of  directors 
is  undertaken,  the  by-laws  must  reserve  the  power  of  consenting  to  such  business  to 
the  council  of  direction,  the  council  of  supervision,  or  the  general  meeting. 

SECTION  36. — THE  COUNCIL  OF  DIRECTION. 

In  addition  to  the  board  of  directors  the  by-laws  may  provide  for  the  appointment 
of  a  special  organ  of  the  company,  the  council  of  direction,  to  which  may  be  left  by 
the  by-laws  the  decision  in  certain  important  affairs  not  belonging  to  the  sphere  of 
action  of  the  general  meeting;  or  in  certain  business  affairs  the  board  of  directors  may 
be  bound  to  obtain  the  consent  of  the  council  of  direction.  The  by-laws  must  pre- 
scribe the  method  of  appointment  or  election  of  the  council  of  direction,  the  manner 
in  which  it  shall  pass  resolutions,  etc.  The  council  of  direction  may  also  be  intrusted 
by  the  by-laws  with  the  appointment  of  the  board  of  directors  in  case  it  is  provided 
that  the  members  of  the  council  of  direction  shall  be  elected  by  the  general  meeting 
for  terms  not  exceeding  five  years. 

SECTION  37. — ORGANS  OF  CONTROL,  COUNCIL  OF  SUPERVISION,  REVISERS  OF  ACCOUNTS. 

The  by-laws  of  every  corporation  must  provide  for  the  appointment  of  an'organ  for 
the  examination  of  the  yearly  accounts  of  the  company. 

If  a  council  of  supervision  is  appointed  it  must  have"  at  least  the  measure  of  power 
prescribed  by  the  general  commercial  law  (H.  G.  B.,  Sec.  225),  as  follows: 

"If  a  council  of  supervision  is  appointed  it  must  supervise  the  management  of  the 
business  of  the  company  in  every  branch;  it  may  inform  itself  with  regard  to  the 
course  of  the  company  s  affairs,  and  it  may  at  any  time  examine  the  books  and 
papers  of  the  company  and  the  amount  of  money  in'the  treasury. 

"  It  must  examine  the  annual  accounts,  balance  sheets,  and  propositions  for  the 
declaring  of  dividends,  and  must  make  a  report  on  these  matters  to  the  general  meet- 
ing of  the  stockholders  every  year. 

"It  must  call  a  general  meeting  whenever  this  is  necessary  in  the  interest  of  the 
company." 

The  by-laws  may  also  give  the  council  ot  supervision  duties  mentioned  under  Sec. 
36  which  would  usually  belong  to  a  council  of  direction  if  such  existed.  The  council 
of  supervision  must  have  at  least  three  members. 

If  no  council  of  supervision  exists  the  duties  usually  performed  by  it  may  be  per- 
formed by  revisers  of  accounts.  The  general  meeting  elects  the  members  of  tin- 
council  of  supervision  or  the  revisers  of  accounts.  In  case  at  least  three  members  of 
the  council  of  supervision  are  to  be  elected  in  any  one  year  provision  is  made  for  a 
limited  minority  representation  of  shareholders  as  follows:  If  it  be  found  that  in 
balloting  for  each  or  the  first  two  members  of  the  council  of  direction  to  be  elected 
at  least  one-third  of  all  the  votes  ca>t  \verein  favor  of  one  person,  without,  how- 
ever, securing  his  election,  this  person  must  without  further  balloting  be  declared 
elected  to  the  remaining  place.  As  long,  however,  as  a  person  so  elected  sits  in  the 
council  Of  Supervision  no  other  person  may  he  elected  to  it  in  thi.- 

The  term  of  members  of  the  council  of  supervision  or  of  revisers  of  account*  mu>t 
not  exceed  5  years,  but  they  may  be  reelected  when  so  provided  in  the  by-laws. 
The  first  council  of  supervision  or  revisors  of  accounts,  however,  hold  office  only  for 
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a  period  up  to  the  end  of  the  general  meeting  of  the  shareholders  in  which  the  bal- 
ance sheet  for  the  first  business  year  of  the  company  ia  accepted. 

The  appointment  of  members  of  the  council  of  supervision  and  of  revisers  of 
accounts  may  be  recalled  at  any  time  by  the  general  meeting.  It  must  be  provided 
in  the  by-laws  that  members  of  the  council  of  supervision  or  revisers  of  accounts  may 
not  at  the  same  time  be  members  of  the  board  of  directors  or  officials  of  the  company 
nor  concerned  with  the  immediate  management  of  its  business.  Only  persons  quali- 
fied in  their  own  right  may  be  appointed  members  of  the  council  of  supervision  or 
revisers  of  accounts. 

SECTION  38. — SALARIES. 

The  by-laws  must  contain  clear  provisions  as  to  whether  members  of  the  board  of 
directors  or  executive  committee,  or  members  of  the  council  of  direction,  council  of 
supervision,  or  revisers  of  accounts  are  to  receive  a  compensation  for  the  performance 
of  their  duties  in  the  shape  of  a  share  of  the  net  profit  (Tantiemen),  or  in  any  other 
form,  or  whether  they  are  to  exercise  their  functions  without  compensation.  All 
provisions  regarding  the  compensation  of  officers  must  be  submitted  to  the  general 
meeting  with  the  single  exception  that  the  council  of  direction  or  the  council  of 
supervision  may  fix  the  compensation  of  members  of  the  board  of  directors  or  execu- 
tive committee  in  case  it  does  not  take  the  form  of  a  share  of  the  net  profits. 

SECTION  39. — SPHERE  OF  ACTION  OF  THE  GENERAL  MEETING. 

The  by-laws  must  clearly  define  the  sphere  of  action  of  the  general  meeting, 
reserving  to  it  especially  the  following  rights: 

(1)  For  a  period  of  at  least  3  years  after  the  registry  of  the  company  it  must 
pass  upon  contracts  by  which  the  company  is  to  acquire  definite  properties  (Anla- 
gen) ,  either  existing  or  to  be  produced,  which  are  to  be  used  permanently  in  carry- 
ing on  the  business  of  the  company,  in  case  the  price  to  be  paid  for  the  same  exceeds 
the  fifth  part  of  the  share  capital.     Any  change  in  such  contracts  to  the  burden  of 
the  company  must  also  be  submitted  to  the  general  meeting  except  in  the  case  of 
the  purchase  of  real  estate1  (Liegenschaften)  at  auction. 

(2)  Approval  of  the  annual  accounts  and  of  the  resolution  regarding  division  of 
net  profits  and  the  relief  from  responsibility  of  the  board  of  directors. 

(3)  The  election  of  members  of  the  council  of  supervision  or  of  revisers  of  accounts, 
as  the  case  may  be. 

(4)  Resolutions  with  regard  to  the  change  of  the  object  of  the  undertaking,  the 
continuation  of  the  company  beyond  the  time  originally  fixed,  increase  or  reduction 
of  share  capital,  or  any  change  of  the  by-laws  whatsoever. 

(Each  resolution  of  the  above  sort  requires  the  approval  of  the  State.  See  Sees. 
15  to  18.) 

(5)  Resolutions  with  regard  to  the  manner  of  issue  of  new  shares  in  case  of  an 
increase  of  the  share  capital.     (See  Sec.  31.) 

(6)  Resolutions  regarding  the  dissolution  of  the  company  or  the  union  of  the  com- 
pany with  another  corporation.2 

SECTION  40. — CALLING  OF  THE  GENERAL  MEETING. 

The  general  meeting  of  shareholders  must  be  called  at  least  once  a  year,  according 
to  law.  The  by-laws  may  provide  for  having  it  called  oftener,  and  it  must  always 
be  called  together  whenever  the  interests  of  the  company  apparently  make  it  neces- 
sary. If  the  shareholders  at  a  general  meeting  so  decide,  another  general  meeting 
must  be  called  within  30  days.  A  shareholder  or  a  number  of  shareholders  owning 
one-tenth  of  the  share  capital  or  even  less,  in  case  the  bv-laws  so  provide,  may  demand 
the  calling  of  a  general  meeting,  stating  over  their  signatures  the  reasons  for  their 
action.  A  similar  number  of  shareholders  may  also  demand  at  any  time  in  a  signed 
statement,  giving  their  reasons,  that  certain  specified  subjects  be  inserted  in  the 
order  of  business  of  the  next  general  meeting,  and  that  announcement  of  the  same 
be  made  to  the  shareholders,  provided  only  that  the  said  demand  be  made  within  a 
certain  period  before  the  general  meeting  to  be  fixed  by  the  by-laws. 

Ordinarily  the  general  meeting  is  to  be  called  by  the  board  of  directors.3  The 
by-laws  may  provide  that  beside  the  board  of  directors  and  the  council  of  supervision 
other  organs  of  the  company  may  also  be  empowered  to  call  a  general  meeting. 

1  An  exception  is  made  in  the  case  of  companies  formed  for  the  purpose  of  dealing  in  real  estate. 
*H.  G.  B.,  215  and  247. 
»See  also  H.  G.  B.,  225. 
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The  call  for  a  general  meeting  must  state  in  as  great  detail  as  possible  the  subjects 
to  be  discussed,  especially  any  contemplated  change  in  the  by-laws.  If  different 
kinds  of  shares  must  be  voted  separately  on  any  subject,  this  circumstance  must  also 
appear  in  the  call. 

A  general  meeting  may  be  called  only  at  the  seat  of  the  company  unless  the  by- 
laws expressly  provide  for  holding  it  at  other  places.  The  call  for  a  general  meeting 
must  be  issued  at  least  14  days  in  advance  of  the  meeting. 

SECTION  41. — PUBLICITY  OF  THE  MOTIONS  TO  BE  PRESENTED  TO  A  GENERAL  MEETING. 

Any  shareholder  must,  upon  request,  be  furnished  with  a  statement  of  the  resolu- 
tions to  be  introduced  at  a  general  meeting  at  least  3  days  before  the  day  set  for  the 
meeting,  or,  if  he  demands  it,  he  must  be  permitted  access  to  all  resolutions  and 
statements  in  support  of  resolutions  in  the  business  rooms  of  the  company  within  a 
similar  period  prior  to  the  general  meeting. 

SECTION  42. — PROOF  OF  RIGHT  TO  VOTE  AT  A  GENERAL  MEETING. 

The  by-laws  must  contain  provisions  with  regard  to  the  way  in  which  shareholders 
are  to  qualify  for  the  right  to  vote  at  a  general  meeting  (entry  of  names  of  share- 
holders in  the  company's  share  book  in  the  case  of  shares  issued  in  the  names  of 
particular  persons,  depositing  the  shares,  and  so  on).  If  shares  must  be  deposited  a 
notice  of  at  least  8  days  must  be  given  shareholders  for  this  purpose. 

SECTION  43. — RIGHT  OF  VOTING  IN  A  GENERAL  MEETING. 

Each  share  guarantees  the  possessor  1  vote  unless  the  charter  of  the  company  pro- 
vides otherwise,  as,  for  instance,  that  1  vote  may  be  cast  on  a  certain  number  of 
shares.  At  least  1  vote  must  be  given  to  shares  aggregating  10,000  crowns,  in  case  the 
share  capital  is  1,000,000  crowns  or  more.  If  the  share  capital  is  less  than  1,000,000 
crowns,  at  least  1  vote  must  be  given  to  a  number  of  shares,  the  nominal  value  of 
which  amounts  to  a  hundredth  part  of  the  share  capital.  Holders  of  a  smaller  num- 
ber of  shares  may  be  permitted  by  the  by-laws  to  name  a  plenipotentiary  to  exercise 
their  right  of  voting  in  the  general  meeting.  It  is  not  forbidden  that  a  maximum 
limit  be  set  to  the  number  of  votes  of  any  one  shareholder,  or  that  the  number  of 
votes  be  limited  by  dividing  the  shareholders  into  classes  according  to  the  number 
of  shares  held  by  them. 

If  shares  of  different  descriptions  or  of  different  nominal  value  are  issued,  the  right 
of  voting  upon  them  must  be  so  arranged  that  equal  voting  power  is  assigned  to  equal 
contributions  to  the  share  capital. 

SECTION  45. — QUORUM  AT  GENERAL  MEETING. 

The  by-laws  shall  fix  the  number  of  votes  necessary  for  a  quorum  at  a  general 
meeting,  which,  however,  must  represent  at  least  one-tenth  of  the  share  capital. 
Provision  is  made  for  the  calling  of  a  second  meeting  in  case  a  quorum  does  not 
appear.  At  every  general  meeting  a  list  of  the  shareholders  or  proxies  present, 
together  with  a  statement  of  the  number  of  shares  and  votes  they  represent,  etc., 
must  be  made  out.  This  list  must  be  open  to  inspection  by  any  shareholder  or  rep- 
resentative of  shareholders  present. 

SECTIONS  46,  47,  AND  48. — PASSAGE  OF  RESOLUTIONS. 

The  by-laws  may  specify  certain  sorts  of  resolutions,  for  the  passage  of  which  more 
than  a  simple  majority  of  votes  is  required,  and  may  fix  other  conditions  with  regard 
to  the  manner  in  which  votes  are  to  l>e  taken  on  such  resolutions,  and  who  shall  pre- 
side at  such  times.  Resolutions  regarding  contributions  other  than  cash  to  the  share 
capital  or  the  purchase  of  property  necessary  to  the  foundation  of  the  company  must, 
according  to  the  by-laws,  be  passed  by  a  majority  of  at  least  three-fourths  of  the 
votes  cast  in  a  genera]  meeting  and  representing  at  least  one-fourth  of  the  total  share 
capital.  Amendments  to  the  by-laws  can  be  passed  only  at  general  meetings  at 
which  persons  holding  the  right  of  voting  on  at  least  one-third  of  the  share  capital 
are  present.  They  must  receive  a  majority  of  not  less  than  three-fourths  of  the 
votes  cast  at  such  a  meeting.  A  change  in  the  object  of  the  undertaking  may  not  be 
made  by  a  simple  majority  unless  this  is  expressly  permitted  by  the  by-laws. 
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SECTION  49. — ACCOUNTS. 

It  is  the  duty  of  the  board  of  directors  to  see  that  the  necessary  books  of  the  com- 
pany are  kept.  At  the  close  of  every  business  year  a  profit  and  loss  account  and 
balance  sheet  are  to  be  made  out  according  to  principles  fixed  in  the  by-laws.  These 
accounts  must  cover  the  whole  activity  of  the  company  and  must  be  made  in  accord- 
ance with  all  legal  provisions  and  with  such  care  as  a  methodical  business  man  would 
exercise.  Assets  and  liabilities  especially  are  to  be  indicated  at  their  actual  value  at 
the  time  the  balance  sheet  is  made  out.  Depreciation  must  be  accounted  for  wherever 
it  takes  place,  and  the  by-laws  must  provide  for  deductions  on  this  account.  If 
necessary,  they  should  also  state  the  principles  according  to  which  such  deductions 
are  estimated.  The  share  capital  must  be  reckoned  among  the  liabilities  on  the  bal- 
ance sheet.  In  case  of  a  successive  reduction  in  the  amount  of  the  share  capital  (Sec. 
33),  no  deduction  from  the  liabilities  in  the  balance  sheet  on  that  account  is  to  be 
made  until  the  reduction  in  the  share  capital  has  actually  been  accomplished  in  legal 
form. 

SECTION  50.  — SUBMISSION  OF  ACCOUNTS  TO  STOCKHOLDERS. 

The  by-laws  must  provide  that  the  accounts  for  each  business  year  mentioned 
above  are  to  be  submitted  to  the  stockholders  by  the  board  of  directors  within  the 
first  6  months  of  the  following  business  year,  together  with  a  report  regarding  the 
management  of  the  company.  A  copy  of  the  accounts  and  report  must  be  sent  upon 
demand  to  each  shareholder  at  least  3  days  before  the  day  of  the  general  meeting  at 
which  a  resolution  approving  the  balance  sheet  is  to  be  presented.  Such  resolutions  are 
to  be  postponed  for  final  action  whenever  at  a  general  meeting  they  receive  a  simple 
majority  of  the  votes  only,  or  when  a  minority  representing  at  least  the  tenth  part 
of  the  total  capital  demands  such  postponement  on  the  ground  that  particular  items 
have  been  omitted  from  the  balance  sheet.  The  postponement  in  the  latter  case 
must  continue  until  the  required  statement  with  regard  to  the  particular  items  is 
made. 

SECTION  51. — COSTS  OF  FOUNDING  COMPANY. 

At  the  formation  of  a  company  it  may  be  provided  in  the  by-laws  that  the  special 
costs  attendant  upon  the  founding  of  the  company  may  be  distributed  over  a  period 
of  years  not  to  exceed  5.  The  only  costs  besides  those  necessary  for  the  founding  of 
the  company  that  may  thus  be  met  by  amortization  are  public  duties  levied  on  the 
occasion  of  the  founding  of  the  company.  With  the  accounts  for  the  first  business 
year  must  be  submitted  to  the  general  meeting  a  detailed  summary  account  of  the 
total  expenditure  incurred  in  founding  the  company. 

SECTION  52. — DIVISION  OF  NET  PROFIT. 

The  by-laws  must  contain  exact  provisions  according  to  which  the  net  profit  is  to 
be  estimated  and  paid  out.  Only  that  may  be  divided  among  the  shareholders 
which  remains  as  a  surplus,  shown  by  the  assets  over  liabilities,  after  all  necessary 
deductions,  including  contributions  to  the  reserve  fund,  have  been  made. 

SECTION  53. — RESERVE  FUND. 

The  by-lawrs  of  every  corporation  must  provide  for  the  formation  of  a  reserve  fund 
to  cover  incidental  loss.  Into  this  reserve  fund  are  to  be  paid — 

( 1 )  The  twentieth  part  of  the  annual  net  profit  until  the  reserve  fund  amounts  to 
one-tenth  of  the  share  capital,  or  to  a  higher  percentage  if  so  provided  in  the  by-laws. 

(2)  Amounts  paid  for  shares  in  excess  of  their  face  value,  after  all  deductions  are 
made  for  the  cost  of  the  sale  of  the  same. 

(3)  Amounts  paid  by  shareholders  for  the  guarantee  of  special  privileges  upon 
their  shares — unless  provision  be  not  made  for  the  application  of  such  sums  to  cover 
extraordinary  deductions  or  losses. 

So  long  as  the  reserve  fund  does  'not  exceed  one-tenth  of  the  share  capital  it  may 
be  used  only  to  cover  losses.  It  may  be  provided  in  the  by-laws  that  when  it 
exceeds  this  amount  it  may  be  applied  to  increase  the  dividends  to  be  paid  to  the 
shareholders,  but  the  amount  so  applied  must  not  exceed  a  maximum  fixed  in  the 
by-laws  which  can  not  be  greater  than  5  per  cent  of  the  share  capital  in  anv  one 
year.  Additions  to  dividends  from  this  source  are  only  to  be  paid  after  all  losses 
have  been  covered,  and  in  no  case  may  contributions  of  the  sort  mentioned  under 
(2)  and  (3)  above  be  so  applied. 
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The  by-laws  may  provide  for  the  collection  of  other  funds.  Special  safeguards  are 
thrown  around  the  distribution  of  such  funds,  which  can  follow  only  in  the  form 
provided  by  the  by-laws  and  as  the  result  of  the  action  of  a  regular  general  meeting. 

SECTION  54. — NOTICES  AND  ANNOUNCEMENTS. 

The  by-la*vs  must  contain  provisions  regarding  the  form  in  which  the  company 
shall  issue  its  notices.*  The  newspapers  which  it  shall  use  for  this  purpose  must  be 
specified.  In  all  cases  notices  must  appear  in  the  Wiener  Zeitung,  and  also,  in  case 
the  company  has  its  seat  outside  of  Lower  Austria,  in  the  local  official  paper.  Other 
papers  may  also  be  designated. 

SECTION  55. — DISSOLUTION  AND  LIQUIDATION. 

The  dissolution  of  a  corporation  requires  the  same  majority  in  a  general  meeting 
as  is  necessary  for  the  amendment  of  the  by-laws  (Sec.  48).  A  resolution  for  the 
union  of  a  corporation  with  another  can  not  take  place  unless  this  is  expressly  per- 
mitted by  the  by-laws. 

The  by-laws  must  provide  that  the  powers  of  the  general  meeting  and  of  the 
council  of  supervision  or  revisers  of  accounts,  as  the  case  may  be,  shall  remain  unim- 
paired during  continuance  of  liquidation.  The  powers  of  liquidators  are  fixed  in 
the  general  commercial  law.1  The  by-laws  must  provide  that  the  sale  of  real  estate  by 
liquidators,  without  the  consent  of  the  general  meeting,  can  take  place  only  at 
public  auction. 

SECTION  56. — STATE  SUPERVISION. 

Corporations  are  subject  to  the  general  supervision  of  the  State  designed  to  protect 
public  interests.2  A  permanent  organ  of  supervision  for  a  particular  company  will 
be  appointed  only  in  exceptional  cases  when  such  a  measure  is  demanded  by  weighty 
public  considerations.  Shareholders  or  other  interested  persons  have  no  legal  claim 
to  the  interference  of  the  state  administration;  they  must  rely  upon  civil  law  in 
order  to  secure  their  claims  against  the  company. 

SECTIONS  57  AND  58. 

The  regulations  of  this  decree  apply  to  existing  corporations  only  in  so  far  as  they 
do  not  conflict  with  the  by-laws  already  in  effect.  This  decree  takes  effect  the  day 
of  its  publication  (September  22,  1899). 

1H.  G.  B.,244;  137  et  seq. 

*  Imperial  Patent  of  November  26, 1852. 


CHAPTER  VI. 


JAPAN.1 

Japan  having  only  recently  adopted  the  business  methods  of  Western  countries, 
many  conditions  existing  in  some  of  those  countries  where  the  principle  of  laissez 
faire'h&s  been  the  rule  have  not  yet  arisen  here.  There  are  no  special  laws  con- 
cerning the  private  capitalistic  monopolies  known  in  the  United  States  as  "trusts," 
the  only  monopolies  here  being  Government  ones,  such  as  that  of  tobacco.  Also 
there  are  no  laws  on  the  subject  or  regulations  regarding  prices  of  products.  All  the 
Japanese  laws  upon  the  subjects  in  question  are  embodied  in  the  commercial  code, 
civil  code,  business-tax  law,  law  of  registration  fees,  and  law  of  stamp  duties.  The 
law  of  the  operation  of  the  commercial  code  might  be  mentioned,  but  it  deals  chiefly 
with  the  equitable  adjustment  to  the  new  commercial  laws  of  business  arrangements 
begun  or  made  before.  Copies  of  all  the  above  are  herewith  inclosed,  as  it  may  be 
of  interest  to  examine  the  context  in  addition  to  the  articles  which  I  transcribe  as 
louring  directly  upon  the  topics. 

In  Japan  there  are  4  kinds  of  commercial  companies,  namely,  ordinary  partner- 
ships, limited  partnerships,  joint  stock  companies,  and  joint  stock  limited  partner- 
slaps — limited  partnerships  some  of  whose  capital  is  provided  by  the  issuance  of 
shares.  All  these  are  juridical  persons  which  have  to  be  registered,  etc.,  under  the 
laws,  and  so  may  be  considered  corporations.  The  only  one,  however,  which  seems 
to  correspond  to  a  commercial  or  industrial  corporation  in  the  United  States  is  the 
joint  stock  company  (kabushikikwaisha),  so  the  laws  governing  that  type  have  been 
consulted.  The  joint  stock  limited  partnership  is  under  quite  similar  laws  in  so  far 
as  it  partakes  of  the  character  of  a  stock  company. 

It  will  be  observed  that  a  great  decree  of  publicity  is  enforced  upon  all  the  affairs 
of  corporations  from  the  point  of  view  of  Government,  the  shareholders,  and  the 
public.  Examiners  are  appointed  by  the  courts  to  see  that  the  organization,  etc.,  of 
the  company  is  proper.  In  addition  to  the  directors  of  the  company,  every  vear 
inspectors  are  appointed  by  the  general  meeting  of  shareholders.  The  duty  of  these 
is  to  inquire  into  the  affairs  of  the  company  and  the  management  by  the  directors, 
and  to  report  upon  the  same  to  the  general  meeting  (which  they  may  call).  They 
are  liable  for  neglect  of  duty.  An  inspector  can  not  be  at  the  same  time  a  director 
or  procurator,  i.  e.,  one  authorized  to  act  for  the  company.  Special  examiners  also 
may  be  appointed  by  the  general  meeting  for  duties  like  those  of  inspectors.  Very 
detailed  registration  of  all  matters  relating  to  the  company  is  required  by  law;  and 
the  o>nrt  is  charged  with  the  immediate  publication  of  facts  so  entered  in  the  com- 
mercial register.  Balance  sheets,  too,  must  be  published  by  the  directors. 

It  will  be  observed  that  the  new  Japanese  codes  are  closely  modeled  after  those  of 
Germany. 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN*  CAPITAL. 

The  legislation  concerning  capitalization  and    methods  of   paying  in  capital  ia 

included  in  the  articles  following: 

143.  The  capital  of  a  joint  stock  company  must  be  divided  into  shares. 

145.  The  amount  of  money  of  all  the  shares  must  be  equal.     The  amountof  a  share 
can  not  be  less  than  •"><>  yen,-' except  that  where  the  whole  amount  is  to  be  paid  up  at 
one  time  the  amount  of  a  share  may  he  reduced  to  not  less  than  20  \vn. 

146.  If  a  share  is  held  by  t\vo  or  "more  persons  in  common,  they  must  appoint  one 

1  Prepared  t>y  Huntington  Wilson,  second  secretary  of  legation,  Tokyo,  Japan. 

2  The  yen  equals  30.49S. 
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person  to  exercise  their  rights  as  shareholders.  Persons  holding  a  share  in  common 
are  jointly  and  severally  liable  to  the  company  for  the  payment  of  the  amount  of  the 
share. 

147.  Certificates  of  shares  can  not  be  issued  before  registration  according  to  the 
provisions  of  article  141  has  been  made  at  the  place  of  the  principal  office.     Cer- 
tificates issued  in  contravention  of  this  provision  are  invalid,  but  this  does  not  affect 
the  right  to  claim  damages  against  the  persons  who  have  issued  certificates.     (The 
provisions  of  article  141  are  that  the  promoters  must  register  within  two  weeks  in 
the  place  of  its  principal  and  of  each  branch  office  the  object  for  which  the  company 
is  formed,  its  trade  name,  the  total  amount  of  its  capital,  the  amount  of  each  share, 
and  the  manner  in  which  the  public  notifications  of  the  company  are  to  be  made. ) 

148.  Each  certificate  must  be  signed  by  the  directors,  bear  a  number,  and  contain 
the  following  particulars:  (1)  The  trade  name  of  the  company;  (2)  the  date  when 
registration  according  to  the  provisions  of  article  141  has  been  made  at  the  place 
of  the  principal  office  (see  under  B  below) ;  (3)  the  total  amount  of  the  capital;  (4) 
the  amount  of  each  share.     Unless  the  whole  amount  of  the  shares  is  to  be  paid  up 
at  one  time,  the  amount  of  each  payment  made  upon  the  shares  must  be  inserted  in 
the  certificate  at  the  time  of  payment. 

149.  Unless  it  is  otherwise  provided  by  the  company  contract,  a  share  may  be 
assigned  to  another  person  without  the  assent  of  the  company.     Such  assignment  or 
a  provisional  agreement  for  an  assignment,  however,  can  not  be  made  until  registra- 
tion according  to  the  provisions  of  article  141,  1  (see  under  B  below),  has  been  made 
at  the  place  of  the  principal  office. 

150.  The  assignment  of  a  name  share  can  not  be  set  up  against  the  company  or  any 
other  third  person  unless  the  name  and  domicile  of  the  assignee  have  been  entered 
in  the  list  of  shareholders,  and  his  name  has  also  been  inserted  in  the  certificate. 

151.  A  company  can  not  acquire  its  own  shares  or  take  them  in  pledge.     An  amor- 
tization of  shares  can  only  be  made  according  to  the  provisions  of  law  as  to  the  reduc- 
tion of  the  capital.     This,  however,  does  not  apply  where,  pursuant  to  a  provision 
of  the  company  contract,  such  amortization  is  made  from  the  profits  which  might 
have  been  distributed  among  the  shareholders. 

152.  Notice  of  a  call  on  the  shares  must  be  given  to  each  of  the  shareholders  at 
least  two  weeks  beforehand.     If  a  shareholder  does  not  make  payment  by  the  day 
fixed,  the  company  may  again  notify  such  shareholder  that  payment  must  be  made 
within  a  fixed  time,  which  must  not  be  less  than  two  weeks,  and  that  otherwise  his 
right  as  shareholder  will  be  forfeited. 

153.  If  a  shareholder  fails  to  pay  a  call  even  after  the  company  has  taken  the  pro- 
ceedings mentioned  in  article  152,  his  rights  are  forfeited. 

In  such  case  the  company  shall  notify  all  the  assignors  of  the  share  to  pay  within 
a  fixed  time,  which  must  not  be  less  than  two  .weeks.  The  assignor  who  first  pays 
the  amount  in  arrear  acquires  the  share. 

If  no  assignor  pays,  the  share  must  be  publicly  sold  by  the  company.  If  the 
amount  realized  by  such  sale  is  not  sufficient  to  cover  the  amount  in  arrear,  the 
original  holder  of  the  share  may  be  required  to  pay  the  deficit.  If  he  does  not  per- 
form within  two  weeks,  the  company  may  demand  performance  of  any  of  the 
assignors. 

The  provisions  of  the  last  three  paragraphs  do  not  affect  the  right  of  the  company 
to  claim  damages  and  any  penalty  specially  provided  for  in  the  company  contract. 

154.  The  liability  of  any  assignor  mentioned  in  the  preceding  article  is  extinguished 
after  2  years  have  elapsed  since  the  time  when  the  assignment  was  entered  in  the 
list  of  shareholders. 

155.  AVhen  the  whole  amount  of  the  share  has  been  paid  up,  a  shareholder  may 
require  his  certificate  to  be  made  out  to  bearer.     A  shareholder  may  at  any  time 
have  a  share  to  bearer  changed  into  a  name  share. 

210.  The  capital  of  a  company  can  be  increased  only  after  the  total  amount  has 
been  paid  in  upon  the  shares. 

211.  A  company  may  issue  preferred  shares  only  in  case  the  capital   is  to  be 
increased.     Such  fact  must  be  entered  in  the  company  contract. 

213.  When  in  the  case  of  an  increase  of  the  capital  the  payment  provided  for  in 
article  129  has  been  made  on  all  the  new  shares,  the  directors  must  without  delay 
call  a  general  meeting  of  shareholders  and  must  communicate  to  it  all  the  facts  relat- 
ing to  the  subscriptions  for  new  shares. 

215.  If  the  general  meeting  of  shareholders  finds  that  the  number  of  shares  given 
in  exchange  for  property  other  than  money  is  improper,  it  may  reduce  them,  in 
which  case  the  proviso  of  article  135  applies  correspondingly.  Article  135  reads:  "  If 
it  appears  in  the  general  meeting  for  organization  that  the  matters  specified  in  arti- 
cle 122,  Nos.  3  to  5,  are  not  proper,  they  may  be  altered;  but  if  in  the  case  of  a  per- 
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son  whose  contribution  is  to  be  made  in  property  other  than  money,  the  number 
of  the  shares  to  be  gran  ted  therefor  is  diminished,  he  may  make  payment  in  money." 
Article  122.  Xos.  3  to  5  read:  "  (3)  Any  special  benefits  to  be  granted  to  promoters, 
and  the  names  of  such  persons;  (4)  the  names  of  those  persons  whose  contributions 
consist  in  property  other  than  money,  the  nature  and  value  of  such  property,  and  the 
number  of  shares  given  in  exchange."  In  case  any  determination  is  made  in  the 
following  (foregoing)  particulars,  it  is  valid  only  if  inserted  in  the  company  contract. 

216.  If  there  are  shares  not  yet  taken,  or  if  the  payment  provided  for  in  article 
129  has  not  been  fully  made,  the  directors  are  jointly  and  severally  bound  to  take 
such  shares  or  to  make  such  payment.     The  same  applies  if  a  subscription  for  shares 
has  been  rescinded. 

217.  The  company  must  register  the  following   particulars  at  the  place  of   the 
principal  and  of  each  branch  office  within  two  weeks  from  the  day  of  the  ending  of 
the  general  meeting  of  shareholders  convened  in  accordance  with  the  provisions  of 
article  213  (see  ante),  namely:   (1)  The  whole  amount  of  the  capital  increased;  (2) 
the  date  of  the  resolution  to  increase  the  capital;   (3)  the  amount  paid  in  upon  each 
new  share;  (4)  if  preference  shares  have  been  issued,  the  rights  of  their  holders. 
Until  registration  in  accordance  with  the  foregoing  provisions  has  been  made  at  the 
principal  office  no  certificate  for  the  new  shares  may  be  issued,  and  no  assignment  of 
them  or  provisional  arrangement  for  assignment  may  be  made. 

-•20.  If  a  resolution  is  passed  at  a  general  meeting  of  shareholders  to  reduce  the 
capital,  the  manner  of  such  reduction  shall  be  determined  at  the  same  time.  The 
provisions  of  articles  78  to  80  apply  correspondingly  to  the  case  of  a  reduction  of  capi- 
tal. ( See  code. ) 

12i>.  When  all  the  shares  have  been  taken,  the  promoters  shall  without  delay 
cause  the  first  payment  to  be  made  upon  each  share. 

B. — METHODS  OF  PROMOTION-  AXD  LIABILITY  OF  PROMOTERS. 

119.  For  the  formation  of  a  joint  stock  company  at  least  7  promoters  are  required. 

120.  The  promoters  must  make  and  sign  a  company  contract  which  must  contain 
(1)  the  object  for  which  the  company  is  formed:  i2)  its  trade  name;  (3)  the  total 
amount  of  its  capital;  (4)  the  amount  of  each  share;  (5)  the  number  of  shares  which 
the  directors  must  hold;  (6)  the  place  of  the  principal  and  of  each  branch  office; 

(7)  the  manner  in  which  the  public  notifications  of  the  company  are  to  be  made; 

(8)  the  names  and  domiciles  of  the  promoters. 

121.  If  the  particulars  mentioned  In  article  120,  Xos.  5  to  7,  are  not  inserted  in  the 
company  contract,  such  omission  may  be  supplied  at  the  general  meeting  for  organi- 
zation or  at  the  general  meeting  of  shareholders. 

The  resolution  of  the  general  meeting  of  shareholders  above  mentioned  must  be 
made  in  compliance  with  the  provisions  of  article  209.  (See  code. ) 

122.'  In  case  any  determination  is  made  as  to  the  following  particulars,  it  is  valid 
only,  if  inserted  in  the  company  contract,  namely:  (1)  The  time  of  the  duration  of 
the  company  <-r  the  causes  f<>i  its  dissolution;  (2)  the  issue  of  shares  above  the  par 
value;  i3i  any  special  benefits  to  be  granted  to. promoters,  and  the  names  of  such 
persons;  (4)  the  names  of  those  persons  whose  contributions  consist  in  property 
other  than  money,  the  nature  and  value  of  such  propertvand  the  number  of  .shares 
given  in  exchange:  (5)  any  expenses  of  formation  to  be  borne  by  the  company,  and 
the  amount  of  any  compensation  to  be  given  to  the  promoters. 

12.S.  If  all  the  shares  have  been  taken  by  the  promoters,  the  company  comes  into 
existence  thereby.  In  such  case  the  promoters  must  without  delay  mske  the  first 
payment,  which  shall  not  be  less  than  one-quarter  of  the  whole  amount  t<  l>e  paid 
in.  aiid  must  appoint  the  directors  and  inspectors.  Such  appointment  is  determined 
upon  by  a  voie  of  the  majority  in  value  of  the  promoters. 

124.  After  the  directon  have  l>een  appointed,  they  must  without  delay  make  an 
application  to  the  court  for  the  appointment  of  examiner-:,  in  order  that  the  latter 
may  inquire  into  the  matters  mentioned  in  article  122.  Nos.  3  to  5,  and  whether  the 
first  payment  has  been  made.  The  court  on  hearing  the  report  of  the  examiners 
i.iay  make  any  proper  disposition,  following  correspondingly  the  provisions  of  article 
1  :;.">.  i  See  code.) 

H'"x  If  the  promoters  do  not  take  all  the  shares  they  must  invite  subscriptions  for 
them. 

12H.  A  person  who  intends  to  subscribe  for  shares  must  insert  in  two  copies  of  the 
instrument  of  subscription  the  numlier  of  shares  to  be  taken  by  him,  and  must  add 
his  signature.  Instrument-  of  subscription  are  to  be  made  up  by  the  promoters  and 
shall  contain  the  following  particulars:  (1)  The  'late  of  the  making  of  the  com- 
pany contract;  (2)  the  particulars  specified  in  articles  I2u  and  122:  '  3)  the  number 
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of  shares  taken  by  each  promoter;  (4)  the  amount  of  the  first  payment.  If  shares 
are  issued  at  a  value  higher  than  the  par  value,  the  value  for  which  shares  are  taken 
is  to  be  inserted  by  the  subscriber  in  the  instrument  of  subscription. 

129.  When  all  the  shares  have  been  taken,  the  promoters  shall,  without  delay, 
cause  the  first  payment  to  be  made  on  each  share.     When  shares  are  issued  at  a  value 
higher  than  the  par  value,  the  excess  amount  must  be  paid  together  with  the  first 
payment. 

130.  If  a  person  who  has  taken  shares  does  not  make  the  payment  provided  for  in 
article  129,  the  promoters  may  notify  him  that  he  must  pay  within  a  fixed  time, 
which  must  be  not  less  than  two  weeks,  and  that  he  will  lose  his  rights  if  he  does 
not  pay  within  that  time.     If  such  person  does  not  pay  after  haying  received  such 
notification,  he  loses  his  right,  and  the  promoters  may  again  invite  subscription  for 
the  shares  taken  by  him.     By  these  provisions  the  right  of  claiming  damages  against 
the  person  who  has  taken  shares  is  not  affected. 

131.  When  payment  upon  all  the  shares  as  provided  in  article  129  has  been  made, 
the  promoters  shall,  without  delay,  call  the  general  meeting  for  organization.     In 
that  meeting  all  resolutions  must  be  passed  by  a  vote  of  the  majority  in  value  of 
those  present,  who  must  be  at  least  half  in  number  and  value  of  the  persons  who 
have  taken  shares.     The  provisions  of  articles  156  (land 2),  161  (3  and 4),  162,  and 
163  ( 1  and  2)  apply  correspondingly  to  the  general  meeting  for  organization. 

156.  Notice  of  a  general  meeting  must  be  given  to  each  shareholder  2  weeks  before 
the  date  fixed  for  such  meeting.  The  notice  must  state  the  object  of  the  meeting 
and  the  matter  to  be  voted  upon.  If  the  company  has  issued  shares  to  bearer,  a 
public  notification  of  the  general  meeting  and  of  the  particulars  specified  in  the  pre- 
ceding paragraph  must  be  given  3  weeks  before  the  date  fixed  for  the  meeting. 

161.  Except  as  otherwise  provided  by  this  code  or  by  the  company  contract,  a  reso- 
lution of  the  general  meeting  must  be  passed  by  a  vote  of  the  majority  in  value  of 
the  shareholders  present.     Persons  holding  certificates  to  bearer  can  not  exercise 
their  right  of  voting  unless  they  have  deposited  their  certificates  with  the  company 
1  week  before  the  day  of  the  meeting.     A  shareholder  may  exercise  his  right  of  vot- 
ing by  a  proxy,  who  must  produce  to  the  company  a  document  proving  his  right  of 
representation.     A  person  who  has  a  special  interest  in  a  resolution  of  the  company 
can  not  exercise  the  right  of  voting. 

162.  A  shareholder  has  1  vote  for  each  share.     The  company  contract  may,  however, 
restrict  the  voting  powers  of  a  person  holding  11  shares  or  more. 

163.  If  the  procedure  for  convening  a  general  meeting  or  the  manner  in  which 
resolutions  are  passed  is  contrary  to  law  or  regulations  or  to  the  company  contract, 
the  shareholders  may  apply  to  the  court  for  a  decree  of  invalidity  of  the  resolutions. 
Such  application  must  be  made  within  1  month  of  the  day  of  the  passage  of  the  reso- 
lution.    If  a  shareholder  who  is  not  a  director  or  inspector  makes  such  application  he 
must  deposit  his  certificates,  and  upon  demand  of  the  company  he  must  give  proper 
security. 

132.  The  promoters  must  make  a  report  to  the  general  meeting  for  organization  on 
all  facts  relating  to  the  organization  of  the  company. 

136.  If  there  are  shares  which  have  not  been  taken,  or  upon  which  the  payment 
provided  for  in  article  129  has  not  been  fully  made,  the  promoters  are  jointly  and 
severally  bound  to  take  such  shares  or  to  make  such  payment.     The  same  applies  if 
subscriptions  for  shares  are  rescinded. 

137.  The  provisions  of  the  preceding  two  articles  do  not  affect  the  right  of  claiming 
damages  against  the  promoters. 

138.  In  the  general  meeting  for  organization  a  resolution  may  be  passed  to  alter 
the  company  contract  or  to  abandon  the  formation  of  the  company. 

139.  In  the  case  where  the  promoters  have  not  taken  all  the  shares  the  company 
comes  into  existence  upon  the  ending  of  the  general  meeting  for  organization. 

140.  If  the  payment  provided  for  in  article  129  is  not  completely  made  within  1 
year  after  all  the  shares  have  been  taken,  or  if  the  promoters  do  not  call  the  general 
meeting  for  organization  within  6  months  after  such  payments  have  been  completely 
made,  any  person  who  has  taken  shares  may  rescind  his  subscription  and  demand 
that  any  amount  already  paid  by  him  be  refunded. 

141.  A  company  must  register  within  2  weeks  in  the  place  of  its  principal  and  of  each 
branch  office  the  following  particulars:  (1)  The  facts  specified  in  article  120,  Nos.  1 
to  4  and  7;  (2)  the  principal  and  each  branch  office;  (3)  the  date  of  the  formation  of 
the  company;  (4)  if  the  term  of  duration  of  the  company  or  causes  for  its  dissolution 
are  fixed,  such  term  or  causes;  (5)  the  amount  paid  upon  each  share;  (6)  if  it  has 
been  determined  that  interest  shall  be  paid  before  the  commencement  of  business,  the 
rate  of  interest;  (7)  the  names  and  domiciles  of  the  directors  and  inspectors.     The 
period  of  2  weeks  above  mentioned  begins,  in  case  the  promoters  have  taken  all 
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the  shares,  from  the  day  when  the  examination  provided  for  in  article  124  is  finished, 
and  in  case  the  promoters  have  not  taken  all  the  shares,  from  the  day  when  the  gen- 
eral meeting  for  organization  is  ended.  The  provisions  of  articles  51  (2  and  3) ,  52,  and 
53  (following)  apply  correspondingly  to  joint-stock  companies. 

142.  After  registration  as  provided  in  article  141  has  been  made  at  the  place  of 
the  principal  office,  a  person  who  has  taken  shares  can  no  longer  rescind  his  sub- 
scription on  the  ground  of  fraud  or  coercion. 

51.  The  partnership  must,  within  two  weeks  from  the  day  of  the  making  of  the 
pirtnership  contract,  register  at  the  place  of  the  principal  office  and  of  each  branch 
office  the  following  facts:  (1)  The  facts  mentioned  under  Nos.  1  to  3  of  the  preced- 
ing article,  the  object  of  the  partnership,  its  trade  name,  the  name  and  domicile  of 
each  partner;  (2)  the  principal  and  each  branch  office;  (3)  the  date  of  the  formation 
of  the  partnership;  (4)  if  the  term  of  its  duration  or  causes  for  its  dissolution  are 
fixed,  such  term  or  causes;  (5)  the  nature  of  the  contribution  of  each -partner,  and 
the  value  of  any  contribution  whose  subject  is  property;  (6)  if  the  representation  of  the 
partnership  has  been  committed  to  one  or  more  of  the  partners  exclusively,  the 
names  of  such  partners. 

If  after  the  formation  of  the  partnership  a  branch  office  is  established,  the  regis- 
tration provided  for  in  the  preceding  paragraph  must  be  made  at  the  place  of  such 
branch  office  within  two  weeks,  and  the  fact  that  a  branch  office  has  been  established 
must  l)e  registered  within  the  same  time  at  the  place  of  the  principal  office  and  of 
each  other  branch  office. 

If  a  new  branch  office  is  established  within  the  jurisdiction  of  the  registry  office, 
under  whose  jurisdiction  the  principal  office  or  a  branch  office  is  situated,  only  such 
fact  need  be  registered. 

52.  When  a  partnership  transfers  its  principal  office  or  a  branch  office  to  another 
place,  such  transfer  must  be  registered  at  the  former  place  within  2  weeks,  and  at 
the  new  place  the  registration  provided  for  in  article  51  (1)  must  be  made  within  the 
same  time.     If  the  transfer  is  to  a  place  within  the  jurisdiction  of  the  same  registry 
office,  only  the  fact  of  transfer  need  be  registered. 

53.  If  an  alteration  takes  place  in  the  facts  mentioned  in  article  51  (1)  it  must  be 
registered  at  the  place  of  th^  principal  and  of  each  branch  office  within  two  weeks. 

C. — LIABILITY  OF  STOCKHOLDERS. 

The  legislation  concerning  liability  of  stockholders  is  included  hi  articles  already 
quoted,  and  the  following: 

144.  The  liability  of  a  shareholder  is  limited  to  the  amount  of  shares  taken  or 
acquired  by  him.  A  shareholder  can  not  avail  himself  of  a  set-off  against  the  com- 
pany as  to  payments  on  shares. 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIBJXTTORS. 

The  legislation  concerning  duties  and  responsibilities  of  directors  is  covered  by 
some  of  the  foregoing  and  the  following  articles: 

134.  Directors  and  inspectors  must  inquire  into  the  following  particulars,  and 
report  thereon  to  the  general  meeting  for  organization,  namely:  (1)  Whether  the 
whole  number  of  shares  have  been  taken;  (2)  whether  on  each  share  the  payment 
provided  for  in  article  129  has  been  made;  (3)  whether  the  matters  specified  in 
article  1±>.  Nos.  3  to  5,  are  proper.  If  directors  or  inspectors  have  been  appointed 
from  among  the  promoters,  the  general  meeting  for  organization  may  appoint  special 
examiners  to  inquire  into  and  report  upon  the  matters  above  mentioned  in  place  of 
the  said  directors  and  inspectors. 

157.  An  ordinary  general  meeting  must  be  called  by  the  directors  once  a  year  at  a 
fixed  time.     In  the  case  of  a  company  in  which  distribution  of  profits  takes  place 
twice  a  year  or  oftener,  a  general  meeting  must  be  called  at  the  time  of  each 
(list  rioution. 

158.  The  ordinary  general  meeting  examines  the  documents  submitted  to  it  by  the 
directors  and  the  reports  of  the  inspectors,  and  passes  resolutions  as  to  the  distribu- 
tion of  profits  or  interest.     The  general  meeting  may  appoint  special  examiners  to 
examine  into  the  correctness  of  the  documents  above  mentioned. 

159.  An  extraordinary  general  meeting  may  be  called  by  the  directors  whenever 
there  is  a  necessity  for  doing  so. 

160.  The  holders  of  at  least  one-tenth  of  the  capital  may  require  the  directors  to 
call  an  extraordinary  general  meeting.     The  request  must  be  in  writing,  and  must 
specify  the  object  of  the  meeting  an«l  the  reasons  for  its  convening.     If  the  directors 
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do  not  proceed  to  call  the  general  meeting  within  two  weeks  after  such  request  has 
been  made,  the  shareholders  who  made  the  request  may  call  the  meeting  with  the 
permission  of  the  court. 

168.  The  directors  must  deposit  with  the  inspectors  such  number  of  share -certifi- 
cates as  may  have  been  provided  by  the  company  contract. 

169.  If  not  otherwise  provided  by  the  company  contract,  the  management  of  the 
company's  affairs  and  the  appointment  or  removal  of  procurators  are  to  be  decided 
by  a  majority  vote  of  the  directors. 

170.  Each  of  the  directors  is  entitled  to  represent  the  company.     The  provisions  of 


article  62  apply  correspondingly  to  directors. 
171.  Thedirec 


lirectors  must  keep  at  the  principal  and  at  each  branch  office  the  com- 
pany contract  and  records  of  the  resolutions  passed  at  the  general  meetings  and  at 
the  principal  office  the  list  of  shareholders  and  the  debenture  list.  Any  shareholder 
or  any  creditor  of  the  company  may  at  any  time  during  business  hours  demand  an 
inspection  of  the  above-mentioned  documents. 

172.  In  the  list  of  shareholders  the  following  particulars  must  be  entered:  (1) 
The  name  and  domicile  of  the  shareholders;  (2)  the  number  of  shares  held  by  each 
shareholder  and  the  serial  numbers  of  the  certificates;  (3)  the  amount  paid  upon 
each  share  and  the  date  of  the  payment;  (4)  the  date  of  the  acquisition  of  each 
share;  (5)  if  certificates  of  shares  to  bearer  have  been  issued,  their  total  number, 
their  serial  numbers,  and  the  date  of  their  issue. 

173.  In  the  debenture  list  the  following  particulars  must  be  entered:  (1)  The  name 
and  domicile  of  the  creditors;  (2)  the  serial  numbers  of  the  debentures;  (3)  the 
total  amount  of  the  debentures;  (4)  the  amount  in  money  of  each  debenture;  (5) 
the  rate  of  interest  on  the  debentures;  (6)  the  manner  and  time  of  repayment  of 
the  debentures;  (7)  the  date  of  the  issue  of  the  debentures;  (8)  the  date  of  the  acquisi- 
tion of  each  debenture;  (9)  if  debentures  to  bearer  have  been  issued,  their  total 
number,  their  serial  numbers,  and  the  date  of  their  issue. 

174.  If  a  company  has  lost  half  the  amount  of  its  capital,  the  directors  must,  with- 
out delay,  call  a  general  meeting  of  shareholders  and  inform  it  thereof.     If  the 
property  of  the  company  is  no  longer  sufficient  to  fully  meet  its  obligations,  the 
directors  must  at  once  apply  to  the  court  to  have  the  company  adjudged  bankrupt. 

175.  A  director  must  not,  without  the  consent  of  a"  general  meeting  of  share- 
holders, undertake  commercial  transactions  in  the  same  kind  of  business  as  that  of 
the  company,  either  on  his  own  account  or  that  of  a  third  person,  nor  may  he  be  a 
partner  with  unlimited  liability  in  another  commercial  company  carrying  on  the 
same  kind  of  business  as  the  company.     If  a  director,  in  contravention  of  these 
provisions,  undertakes  a  commercial  transaction  for  his  own  account,  the  general 
meeting  of  shareholders  may  consider  such  action  as  done  on  account  of  the  com- 
pany.    This  right  ceases  if  not  exercised  within  2  months  from  the  time  when  one 
of  the  inspectors  had  notice  of  such  transaction,  or  if  a  year  has  elapsed  since  the  tune 
of  the  transaction. 

176.  For  doing  business  with  the  company  either  on  his  own  account  or  that  of  a 
third  person  a  director  must  have  the  consent  of  the  inspectors. 

177.  A  director  who  does  an  act  contrary  to  law  or  regulations  or  to  the  company 
contract  is  not  exempted  from  liability  therefor  to  third  persons  even  though  he  has 
done  so  in  compliance  with  a  resolution  of  a  general  meeting  of  shareholders.    These 
provisions  do  not  apply  to  a  director  who,  in  the  general  meeting,  has  opposed  such 
act  and  has  given  notice  thereof  to  the  inspectors. 

178.  If  a  general  meeting  of  shareholders  passes  a  resolution  to  bring  a  suit  against 
the  directors,  or  if  in  case  it  passes  a  resolution  not  to  bring  such  a  suit,  shareholders 
holding  not  less  than  one-tenth  of  the  capital  require  of  the  inspectors  that  such  a 
suit  be  brought,  the  company  must  bring  the  suit  within  1  mo  nth  from  the  day  of  the 
resolution  or  the  request.     Shareholders  who  have  made  such  a  request  are  bound  to 
deposit  their  share  certificates,  and  upon  the  demand  of  the  inspectors  to  give  proper 
security.    If  the  suit  fails  such  shareholders  are  liable  for  damages  to  the  company 
only. 

If  the  amount  of  the  salary  to  be  paid  to  the  directors  is  not  fixed  by  the  com- 
pany contract,  it  must  be  fixed  by  a  resolution  passed  at  a  general  meeting  of 
shareholders. 

190.  The  directors  must  submit  to  the  inspectors  the  following  documents  1  week 
before  the  day  of  an  ordinary  general  meeting,  namely:    (1)  An  inventory;  (2)  a 
balance  sheet;  (3)  a  report  on  the  company's  business;  (4)  an  account  of  profits  and 
losses;  (5)  proposals  relating  to  the  reserve  fund  and  to  the  distribution  of  profits 
and  interest. 

191.  The  directors  must  deposit  before  the  day  of  an  ordinary  general  meeting  at 
the  principal  office  the  documents  mentioned  in  the  preceding  article  and  the  report 
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of  the  inspectors.     Shareholders  and  creditors  of  the  company  may  at  any  time  during 
business  hours  demand  an  inspection  of  the  documents  above  mentioned. 

192.  The  directors  must  submit  to  the  ordinary  general  meeting  the  documents 
mentioned  in  article  190  for  approval.     After  such  approval  has  been  given  the 
balance  sheet  must  be  published  by  the  directors. 

193.  When  the  approval  mentioned  in  article  192  has  been  given  by  the  ordi- 
nary general  meeting,  the  company  is  deemed  to  have  absolved  the  directors  and 
inspectors  from  responsibility.    This  does  not,  however,  apply  so  far  as  directors  or 
inspectors  have  acted  in  a  dishonest  manner. 

203.  When  subscriptions  for  debentures  are  to  be  invited,  the  directors  must  pub- 
lish the  following  particulars:  (1)  The  particulars  mentioned  in  article  173,  Nos.  3  to 
6;  (2)  the  trade  name  of  the  company;  (3)  if  debentures  have  been  previously  sub- 
scribed for,  the  total  amount  not  yet  paid  back;    (4)   the  amount  for  which  the 
debentures  are  to  be  issued,  or  the  lowest  amount;  (5)  the  capital  of  the  company 
and  the  total  amount  paid  in  on  the  shares;  (6)  the  amount  of  the  actual  property  of 
the  company  as  shown  by  the  last  balance  sheet. 

204.  When  the  subscriptions  for  debentures  are  completed,  the  directors  must  call 
for  the  payment  of  the  whole  amount  of  each  debenture.     The  directors  must  register 
at  the  place  of  the  principal  and  of  each  branch  office  the  particulars  specified  in 
article  173,  Nos.  3  to  6,  within  2  weeks  from  the  day  when  they  received  payment 
of  the  full  amount  in  accordance  with  the  provisions  of  the  foregoing  paragraph. 

205.  In  each  debenture  must  be  inserted  the  particulars  specified  in  article  203, 
Nos.  1  and  2,  and  its  serial  number,  and  it  must  be  signed  by  the  directors. 

E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS,  AND  OTHERWISE. 

The  legislation  concerning  restrictions  upon  directors  in  dealing  in  stocks,  and 
otherwise,  has  already  been  given. 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 

There  is  no  legislation  concerning  regulations  regarding  prices  of  products. 
G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

Regulations  regarding  profits  and  dividends  are  found  in  some  articles  already 
quoted  and  in  the  following: 

194.  The  company  must  appropriate  at  each  distribution  of  profits  at  least  one- 
twentieth  of  such  profits  to  a  reserve  fund,  until  the  latter  amounts  to  one-fourth  of 
the  capital.     If  shares  have  been  issued  at  a  value  higher  than  the  par  value,  the 
amount  exceeding  the  par  value  must  be  added  to  the  reserve  fund  until  the  latter 
has  reached  the  above-mentioned  limit. 

195.  A  company  may  distribute  profits  only  after  all  losses  have  been  made  good 
and  the  amount  for  the  reserve  fund  prescribed  in  article  194  has  been  set  aside. 
If  a  distribution  has  been  made  in  contravention  of  the  foregoing  provisions,  the 
creditors  of  the  company  may  demand  that  the  amount  so  distributed  be  refunded. 

196.  If  it  appears  that,  according  to  the  nature  of  the  business  for  the  carrying  on 
of  which  the  company  is  formed,  operations  can  not  be  commenced  within  2  years  or 
longer  from  the  day  when  the  registration  provided  for  in  article  141  has  been 
made  at  the  place  of  the  principal  office,  it  may  be  provided  in  the  company  contract 
that  a  fixed  interest  shall  be  paid  to  the  shareholders  until  the  commencement  of  the 
business  operations;  but  the  rate  of  such  interest  shall  not  exceed  the  legal  rate  of 
interest.     For  such  provision  the  permission  of  the  court  must  be  obtained. 

197.  All  distributions  of  profits  or  interest  shall  be  made  in  proportion  to  the 
amount  paid  in  upon  the  shares  according  to  the  company  contract.    This,  however, 
does  not  apply  so  far  as  there  are  different  provisions  in  regard  to  preferred  shares 
issued  by  the  company. 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK   IN  OTHER  CORPORATIONS  OR 
THE  COMBINATION  OF  DIFFERENT  CORPORATIONS. 

The  legislation  concerning  regulations  regarding  ownership  of  stock  in  other  cor- 
porations or  the  combination  of  different  corporations,  not  yet  quoted,  is  in  these 
articles: 

223.  When  a  company  desires  to  consolidate  with  another  it  may  give  public 
notice  thereof  and  forbid  the  assignment  of  name  shares  for  a  period  of  not  more 
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than  1  month  before  the  day  of  commencement  of  the  general  meeting  of  share- 
holders and  during  such  meeting.  After  a  resolution  of  consolidation  has  been 
passed  by  a  general  meeting  the  shareholders  can  not  assign  name  shares  from  the 
day  of  the  resolution  until  registration  according  to  the  provisions  of  article  81  has 
been  effected  at  the  place  of  the  principal  office. 

81.  When  consolidation  has  been  effected  there  must  be  made  in  the  place  of  the 
principal  office  and  of  each  branch  office,  within  2  weeks,  a  registration  of  the  alter- 
ation in  respect  to  the  partnership  which  continues  in  existence  after  the  consolida- 
tion, a  registration  of  the  dissolution  in  respect  to  the  partnership  which  is  extin- 
guished by  the  consolidation,  and  a  registration  as  prescribed  in  article  51,  1,  in 
respect  to  the  partnership  which  is  created  by  the  consolidation. 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

This  legislation  is  sufficiently  covered  by  foregoing  articles  referring  to  required 
registrations,  supervision  by  examiners  appointed  by  the  court,  etc. 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 
The  principal  articles  covering  this  topic  have  been  quoted. 

L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  -AND 
OVERSIGHT  OF  BUSINESS. 

To  those  already  quoted  should  be  added  only  article  198,  which  reads:  "The 
court  may,  upon  the  application  of  shareholders  representing  not  less  than  one-tenth 
of  the  capital,  appoint  examiners  to  inquire  into  the  affairs  of  the  company  and  the 
state  of  .its  property.  The  examiners  must  report  to  the  court  the  result  of  their 
examination.  In  such  case  the  court  may,  if  such  measure  is  deemed  necessary,  order 
the  inspectors  to  call  a  general  meeting  of  shareholders." l 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS. 

Legislation  on  this  subject  is  included  in  the  business-tax  law,  the  income-tax  law, 
and  the  laws  concerning  registration  fees  and  stamp  duties.  The  business  tax  is  in 
general  levied  upon  the  basis  of  three  considerations,  viz,  the  volume  of  business  as 
represented  by  the  receipts  from  goods  sold,  the  amount  of  capital  or  of  commis- 
sions, or  of  contracting,  as  the  case  may  be,  the  rental  value  of  buildings,  and  the 
number  of  persons  engaged  in  the  business,  according  to  the  provisions  of  the  inclosed 
law.  Business  carried  on  elsewhere  as  well  as  in  Japan  by  the  same  people  is  esti- 
mated for  taxation  upon  the  amount  of  capital  computed  to  be  in  use  in  Japan. 

Article  V  of  the  regulations  concerning  the  operation  of  the  business-tax  law  reads: 
"In  the  case  of  a  joint  stock  company  the  amount  of  capital  forming  the  basis  of 
assessment  consists  of  the  payments  on  shares,  all  accumulations  of  money  of  every 
sort,  and  any  capital  which  has  the  nature  of  accumulated  money,  as  existing  at  the 
end  of  each  month  of  the  previous  year,  calculated  on  the  monthly  average." 

The  general  nature  and  operation  of  the  business-tax  law  will  be  seen  by  consult- 
ing its  text. 

The  income  tax  is  levied  upon  all  people  resident  for  1  year  or  more  in  Japan. 
The  articles  of  that  law  concerning  the  topic  under  consideration  I  conceive  to  be  the 
following: 

ART.  III.  Income  tax  shall  be  imposed  at  the  rates  specified  below:  Class  1,  incomes 
of  legal  persons;2  class  2,  interest  on  public  bonds  or  companies'  debentures  payable 
in  places  where  this  law 'is  enforced. 

ART.  IV.  Incomes  are  calculated  in  accordance  with  the  following  classification : 
(1)  Incomes  under  class  1  are  based  in  respect  of  each  fiscal  year3  on  the  balance 
remaining  over  after  the  total  losses  for  each  fiscal  year,  the  debits  carried  over  from 
the  previous  fiscal  year,  and  the  amount  reserved  to  meet  liability  for  insurance 
have  been  deducted  from  the  total  profits  of  each  fiscal  year.  But  the  income  of  a 
legal  person  coming  under  Article  II  is  based  in  respect  of  each  undertaking  on  the 
balance  remaining  over  after  the  losses  have  been  deducted  from  the  profits  derived 

i  All  the  above  references  have  been  to  the  commercial  code. 

JUsed  interchangeably  with  "juridical  person." 

3 In  this  law  " fiscal  year "  and  "  business  or  fiscal  year"  have  been  substituted  for  "undertaking," 
which  seems  to  be  a  mistaken  translation  in  the  Income  Tax  pamphlet  translated  at  the  British 
Legation,  Tokio. 
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from  the  property  or  trade  or  business  in  question,  in  the  place  where  this  law  is  in 
force  during  each  fiscal  year.  (2)  Incomes  under  class  2  are  based  on  the  payments 
due. 

If  in  cases  coming  under  subheading  1  of  the  preceding  clause  the  profits  include  a 
dividend  which  has  been  received  from  a  legal  person  from  which  income  tax  has 
been  levied  under  this  law,  or  interest  upon  public  bonds  or  companies'  debentures 
which  has  been  paid  in  a  place  where  this  law  is  in  force,  such  dividend  or  interest 
shall  be  subtracted. 

ART.  V.  Income  tax  is  not  levied  on  the  following  incomes:  (7)  Dividends  received 
from  a  legal  person  upon  which  income  tax  has  been  levied  under  this  law. 

ART.  VII.  A  legal  person  which  is  liable  to  pay  income  tax  shall  present  to  the 
Government  in  each  fiscal  year  a  statement  of  its  accounts  showing  profit  and  loss  in 
respect  of  each  fiscal  year.  But  a  legal  person  coming  under  Article  II  shall,  in  each 
fiscal  year,  in  respect  of  each  business  year  or  fiscal  year,  calculate  the  profit  and  loss 
connected  with  property  or  business  in  the  place  where  this  law  is  in  force  and  pre- 
sent a  statement  of  account  to  the  Government.  (Nonresidents  having  property, 
business,  or  occupation  within  the  jurisdiction  of  this  law  are  liable  only  for  income 
tax  upon  the  income  derived  therefrom  by  Article  II.) 

ART.  IX.  The  amount  of  income  under  class  1  shall  be  determined  by  the  Govern- 
ment upon  investigation  of  the  statement  of  accounts  of  profit  and  loss,  and  incomes 
in  class  2  shall  be  determined  by  the  Government  in  accordance  with  the  investiga- 
tion of  the  investigation  committee. 

ART.  XLII.  With  regard  to  incomes  under  class  1,  the  tax  shall  be  collected  each 
fiscal  year  in  respect  of  each  business  year  or  fiscal  year.  With  reference  to  incomes 
under  class  2,  at  the  time  that  the  money  is  paid  the  person  paying  it  shall  collect 
the  tax  and  present  it  to  the  Government. 

The  following  articles  are  from  the  regulations  for  the  enforcement  of  the  income- 
tax  law: 

ART.  III.  A  legal  person  which  is  liable  to  pay  income  tax  shall,  in  respect  of  each 
business,  within  7  days  after  the  ordinary  general  meeting,  present  to  the  taxation 
office  to  whose  control  it  is  subject  a  statement  of  profit  and  loss  accounts. 

ART.  XXXI.  If  a  legal  person  who  is  liable  to  pay  income  tax  does  not  present  a 
statement  of  accounts  of  profit  and  loss,  the  Government  shall  investigate  the  profit 
and  loss  and  fix  the  amount  of  income. 

ART.  XXXIV.  Persons  who  pay  the  interest  of  public  loans  and  companies'  loans 
which  have  been  publicly  raised  shall  at  the  time  of  payment  deduct  income  tax. 

For  further  details  of  this  law  its  text  may  be  consulted. 

The  provisions  of  the  law  of  registration  fees  which  chiefly  concern  the  topic  under 
consideration  are  included  in  the  following  articles: 

ART.  VI.  Incase  of  a  registration  concerning  commercial  companies  or  other  juridi- 
cal persons  created  for  purposes  of  profit,  fees  must  be  paid  according  to  the  follow- 
ing schedule,  provided  that  if  the  fee  in  the  cases  mentioned  under  Nos.  1,  3,  6,  and 
9  would  be  below  10  yen  it  shall  be  10  yen,  namely:  (3)  The  formation  of  a  joint 
stock  company,  four  one-thousandths  of  the  payments  made  on  shares.  (4)  The 
increase  of  the  capital  of  a  joint  stock  company,  four  one-thousandths  of  the  payments 
made  on  shares  for  such  increase.  (5)  Payments  on  shares  of  a  joint  stock  company 
after  the  second  payment,  four  one-thousandths  of  the  amount  of  each  payment. 
(9)  The  formation  of  a  commercial  company  by  way  of  consolidation  or  alteration  of 
organization,  one  one-thousandth  of  the  payments  made  on  shares  and  of  the  value 
of  the  contributions  made  in  property  other  than  payments  on  shares.  (10)  The 
increase  of  the  capital  of  a  commercial  company  by  way  of  consolidation,  one  one- 
thousandth  of  the  payments  made  on  shares  for  such  increase,  and  of  the  value  of 
the  contribution  made  in  property  other  than  payments  on  shares.  (11)  The  issue 
of  debentures,  one  one-thousandth  of  the  whole  amount  of  the  debentures.  (12)  The 
establishment  of  branch  offices,  for  each  place,  10  yen.  (13)  The  transfer  of  the 
principal  office  or  of  a  branch  office,  for  each  case,  5  yen.  (14)  The  appointment 
of  a  procurator  or  the  extinction  of  his  powers  of  representation,  for  each  case,  5 
yen.  (15)  The  alteration,  extinction,  or  cessation  of  facts  registered,  for  each  case, 
5  yen.  The  registration  of  a  fact  which  must  be  registered  anew,  according  to  the 
law  concerning  the  operation  of  the  commercial  code,  is  deemed  to  be  the  registration 
of  an  alteration  of  a  fact  registered.  ^16)  The  renewal  or  cancellation  of  a  registra- 
tion, for  each  case,  3  yen.  (17)  The  dissolution,  for  each  case,  3  yen.  (18)  Appoint- 
ment, removal,  or  change  of  liquidators,  for  each  case,  1  yen.  (19)  The  completion 
of  the  liquidation,  for  each  case,  1  yen.  If  any  registration  mentioned  under  the 
foregoing  numbers  is  made  at  a  branch  office,  under  each  number  a  fee  of  1  yen  is  to 
be  paid  for  each  case. 

ART.  VI.    (2)  For  the  registrations  mentioned  below  fees  are  to  be  paid  according 
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to  the  following  schedule:  (1)  The  first  adoption  or  the  acquisition  of  a  trade  name, 
for  each  case,  5  yen. 

The  provisions  of  the  stamp-duties  law  touching  this  subject  are  included  in  cer- 
tain items  of  the-  following  articles.  I  do  not  enumerate  many  other  registration  fees 
and  stamp  duties  which  may  affect  corporations  in  the  various  exigencies  of  their 
affairs. 

ART.  IV.  On  each  of  the  following  documents  and  on  each  volume  of  the  following 
account  books  containing  1  year's  entries,  stamp  duties  are  to  be  paid  as  follows:  A 
debenture,  2  sen;  a  share  certificate,  2  sen;  an  instrument  of  subscription  for  shares,  2 
sen;  a  partnership  or  company  contract  or  an  agreement  of  association,  2  sen. 

ART.  V.  No  stamp  duties  are  required  to  be  paid  as  to  the  following  documents  in 
account  books:  An  entry  on  the  back  of  a  share  certificate  or  debenture  whose  object 
is  to  prove  its  assignment. 

ART.  VI.  Stamp  duties  are  paid  by  affixing  stamps  to  the  respective  documents  or 
books;  but  in  the  case  of  bills  of  exchange,  promissory  notes,  bills  of  lading,  ware- 
house receipts,  instruments  of  pledge  as  to  goods  stored,  insurance  policies,  share 
certificates  and  debentures,  instead  of  affixing  stamps  the  full  amount  may  be  paid 
in  ready  money  to  the  Government  and  the  official  tax  stamp  added. 

Commercial  corporations  formed  by  foreigners  in  Japan  have  to  make  the  same 
registration  and  are  subject  to  the  same  regulations  as  Japanese  juridical  persons, 
and  have  the  same  rights.  Branches  in  Japan  of  foreign  corporations  are  treated 
likewise,  the  branch  office  first  established  there  being  considered,  for  all  purposes 
of  registration,  publication,  etc.,  the  principal  office.  Of  course  the  registration, 
publication,  etc.,  to  be  done  involves  only  the  business  done  in  Japan. 

The  legislation  concerning  (N)  Special  methods  of  control  by  the  Government  has 
been  indicated  in  articles  already  quoted,  and  there  are  no  (0)  Special  laws  regard- 
ing monopolies. 


CHAPTER  VII. 


FRANCE.1 

The  fundamental  law  on  this  subject  is  a  law  of  July  24,  1867,  which  was  not 
materially  modified  until  the  law  of  August  1,  1893.  A  translation  of  that  portion  of 
the  law  of  1867,  as  modified  by  the  law  of  1893,  which  is  material  to  the  present 
subject,  id  submitted  herewith.  It  should  be  stated  that  this  law  contemplated 
strictly  stock  companies,  which  are  in  France  of  two  kinds:  first,  the  "Socieie'en 
commandite,  "  composed  of  shareholders  of  two  different  classes,  consisting  on  the 
one  hand  of  "gerants, "  or  managers,  who  are  unlimitedly  responsible  as  general 
partners,  and  "  commanditaires "  or  ordinary  shareholders,  liable  to  the  extent  of 
the  holding  merely.  The  second  category  is  that  of  the  "Soci6t£  anonyme"  (limited 
liability  company)  or  corporation,  properly  so  called. 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

There  is  no  restriction  in  regard  to  the  amount  of  capitalization  of  a  French  com- 
pany, but  the  fundamental  principle  of  the  law  of  1867  is  that  whatever  the  cash 
capital  be  it  must  be  wholly  subscribed  before  incorporation.  According  to  the  law 
of  1867,  in  case  the  capital  of  the  company  exceeded  200,000  francs  ($40,000),  each 
share  could  not  be  less  than  500  francs  ($100),  but  if  the  capital  did  not  exceed 
200,000  francs  ($40,000),  then  each  share  might  be  of  100  francs  ($20)  only.  This 
was  modified  by  the  law  of  1893,  which  permits  companies  with  a  capital  larger  than 
200,000  francs  ($40,000)  to  have  shares  of  100  francs  ($20)  each,  and  companies  with 
a  lower  capital  to  have  shares  of  25  francs  ($5)  each. 

The  next  fundamental  requisite  is  as  to  the  paying  in  of  capital.  In  case  the  shares 
are  of  100  francs  or  above,  one-quarter  of  each  share  must  be  paid  in  at  the  date  of 
constitution.  In  case  they  are  of  25  francs  only,  the  whole  of  each  share  must  be 
paid  in.  Likewise,  if  it  is  contemplated  to  issue  the  shares  in  the  form  of  warrants 
to  bearer,  the  whole  of  the  capital  must  be  paid  in  whatever  the  individual  value  of 
the  shares. 

These  requirements  are  essential  requisites  to  the  corporate  existence  of  the  com- 
pany. They  are  set  forth  in  declaration  by  one  of  the  "g<§rants"  in  the  case  of  a 
"commandite"  or  one  of  the  founders  in  the  case  of  a  "soci£t£  anonyme,"  made  in  a 
notarial  deed  (the  most  solemn  form  of  deed  known  to  French  law,  executed  before 
a  notary,  whose  chief  functions  are  not  merely  to  receive  acknowledgments,  but  to 
act.  as  a  conveyancer  and  depositary  of  deeds).  In  fact  the  notary  makes  it  his  careful 
business  to  ascertain  that  the  capital  has  been  properly  subscribed,  requiring  a  signed 
list  of  subscribers,  with  the  number  of  shares  they  each  take,  and  the  production  of 
a  banker's  receipt  showing  that  the  statutory  proportion  of  the  capital  has  been  duly 
paid  in  to  the  credit  of  the  company  in  formation.  This  is  in  strict  accordance  with 
the  requirements  of  the  law,  which  further  prescribes  that  a  copy  of  the  "statute" 
(by-laws  or  articles  of  association)  shall  be  added  to  these  other  documents. 

B. — METHODS  OF  PROMOTING,  AND  LIABILITY  OF  PROMOTERS. 

No  special  legislation  has  !>een  enacted  imposing  penalties  for  false  representations 
made  in  the  prospectus  of  a  company  or  raising  a  presumption  of  fraud,  as  in  the 
English  directors'  liability  act  of  1890*. 

( "  Escroquerie"  is  defined  in  article  405  of  the  penal  code.) 

Article  15  of  the  law  of  1867,  however,  makes  certain  practices  criminal  offenses 
punishable  as  "escroquerie,"  or  obtaining  money  by  false  pretenses.  The  practices 
referred  to  are  obtaining  or  endeavoring  to  obtain  subscriptions  or  payments  by  shnu- 

1  Reports  prepared  in  Paris  by  Oliver  E.  Bodington  and  Edmund  Kelly. 
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lation  of  other  subscriptions  or  payments,  or  by  publication,  with  intent  to  deceive, 
of  subscriptions  or  payments  which  do  not  exist,  or  of  any  other  false  statements, 
and  the  publication  with  intent  to  deceive  of  the  names  of  persons  designated  falsely 
as  being  or  about  to  be  connected  with  the  company  in  any  capacity  whatever. 

The  distribution  of  "fictitious"  dividends  (see  below  under  I) )  without  any  inven- 
tory or  upon  the  basis  of  a  fraudulent  inventory.  The  criminal  liability  involved  in 
these  practices  necessarily  throws  the  burden  of  strict  proof  upon  the  party  aggrieved. 

A  heavy  blow  has  been  struck  at  illicit  profits  made  by  vendors,  by  a  provision  in 
the  law  of  1893  to  the  effect  that  shares  issued  as  fully  paid  up,  venders'  shares,  or 
what  are  known  in  French  law  as  "actions  d'apport,"  can  not  be  detached  from  the 
stub  book  or  negotiated  until  2  years  after  the  formation  of  the  company.  During 
this  period  they  are  marked  with  a  stamp  indicating  their  nature  and  the  date  of  the 
formation  of  the  company.  Article  4  of  the  law  contains  a  further  provision  which, 
although  usually  fulfilled  in  a  perfunctory  manner,  might  be  available  as  a  valuable 
guaranty  to  the  stockholders.  This  article  prescribes  that  whenever  any  stockholder 
makes  what  is  called  an  "apport" — that  is  to  say,  brings  into  the  company  any  form 
of  property  other  than  cash  or  stipulates  for  his  benefit  any  particular  privileges — the 
value  of  his  contribution  or  the  grounds  of  the  particular  privileges  to  be  accorded 
to  him  must  be  submitted  to  the  approval  of  two  successive  general  meetings  of  the 
shareholders.  The  shareholders  at  the  first  of  these  meetings  appoint  auditors  ( ' '  com- 
missaires")  to  inquire  into  the  value  of  this  "apport"  and  report  upon  it.  Theirreport 
is  printed  and  placed  at  the  disposal  of  the  stockholders  at  least  5  days  before  the 
second  meeting.  The  majority  at  this  second  meeting  must  comprise  one-quarter  of 
the  stockholders  and  represent  one-quarter  of  the  stock  capital  paid  up  in  cash.  In 
case  the  value  of  this  "apport"  is  not  approved,  the  company  becomes  void  and  of 
no  effect  as  regards  all  the  parties  concerned. 

C. — LIABILITY  OP  STOCKHOLDERS. 

As  has  been  already  stated,  the  liability  of  stockholders  differs  somewhat  accord- 
ing as  to  whether  the  company  is  a  "commandite"  or  a  "societ^  anonyme."  In 
the  former  case  the  managers,  or  "ge'rants,"  are  indefinitely  liable,  but  the  ordinary 
stockholders  are  liable  merely  for  the  nominal  amount  of  the  stock  held  by  them. 
In  the  "socie'te'  anonyme"  the  liability  of  all  the  stockholders  without  exception  is 
limited  to  the  amount  of  stock  held  by  them.  This  liability,  in  the  case  of  both 
these  forms  of  companies,  is  strictly  limited  to  the  amount  of  the  holding,  and  the 
stock  can  not,  by  any  possibility  or  under  any  contingency  whatever,  be  assessed  in 
any  way  beyond  this  amount. 

The  liability  of  the  "g^rants"  (managers  of  a  "commandite")  is  joint  and  several 
as  well  as  unlimited  in  extent.  They  are,  in  fact,  in  the  position  of  general  partners 
in  an  ordinary  partnership. 

There  is  a  further  special  liability  involved  in  the  holding  of  stock  which  is  not 
fully  paid.  In  case  the  holder  of  such  stock  sells  it,  he  remains  liable  jointly  with 
the  purchaser  thereof  for  the  unpaid  calls,  but  this  liability  ceases  for  the  original 
subscriber  2  years  after  the  sale. 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

Speaking  generally,  the  duties  and  liabilities  of  the  directors  of  a  "  socie"t£  anonyme  " 
are  those  of  agents  as  toward  the  stockholders,  their  principals.  In  addition  to  this 
they  have  certain  special  duties  prescribed  by  the  law  of  1867,  the  principal  of  which 
are  the  following:  They  must  place  the  books  of  the  company  at  the  disposal  of  the 
auditors  during  a  period  of  3  months  prior  to  the  date  fixed  for  the  annual  general 
meeting.  They  must  draw  up  every  3  months  a  summary  of  the  assets  and  liabili- 
ties of  the  company,  which  must  be  placed  at  the  disposal  of  the  auditors,  and  every 
year  a  complete  inventory.  The  inventory,  the  balance  sheet,  and  the  profit  and 
loss  account  must  be  submitted  to  the  auditors  40  days  at  least  before  the  annual 
general  meeting.  They  must  see  that  one-twentieth  part  of  the  net  profits  is  set 
apart  to  form  a  reserve  fund. 

The  liabilities  of  directors  are  threefold:  They  are  liable,  first,  for  any  inobserv- 
ance  of  the  formalities  prescribed  by  the  law  of  1867;  secondly,  for  faults  committed 
in  their  management  of  the  company;  and  thirdly,  for  a  particular  kind  of  fault  of 
management,  namely,  the  distribution  of  "fictitious"  dividends.  By  "fictitious" 
dividends  are  meant  not  only  dividends  paid  out  of  capital,  but  also  dividends  paid 
on  the  faith  of  a  balance  sheet  made  to  show  ostensible  profit  by  fraudulent  methods, 
such,  for  instance,  as  the  crediting  of  book  debts  admittedly  uncollectible,  the  over- 
valuation of  securities  or  stock  in  trade. 
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The  directors  incur  no  personal  or  joint  or  several  liability  for  the  undertakings  of 
the  company.  Apart  from  the  special  liability  for  inobseryance  of  the  law,  they  are 
liable  as  ordinary  agents  for  faults  committed  within  the  limits  of  the  powers  con- 
ferred upon  them.  In  order  to  fix  civil  liability  upon  a  director  it  is  not  necessary 
to  show  deceit  or  fraud;  it  is  sufficient  to  show  that  he  has  been  negligent  in  his 
management  and  that  his  negligence  has  caused  damage.  It  is  entirely  a  question 
for  the  court  as  to  what  amounts  to  a  fault  in  negligence  of  management.  Among 
these  faults  which  involve  liability  upon  the  directors  is  of  course  the  fact  of  their 
having  distributed  prospectuses  containing  false  representations.  This,  as  stated 
above  under  B,  involves  them  in  criminal  liability  if-  fraudulent  intent  can  be  proved 
against  them. 

They  may  also  be  declared  liable  for  the  acts  of  a  managing  director,  but  this 
liability  is  attenuated  if  they  can  establish  that  they  have  properly  supervised  the 
management  of  the  director  and  that  he  has  failed  to  carry  put  their  instructions,  or 
in  case  the  bv-laws  provide  for  the  appointment  of  a  managing  director  independent 
of  the  board.  If  the  act  complained  of  was  the  result  of  a  vote  of  the  board  of 
directors  all  members  of  the  board  are  jointly  and  severally  liable,  and  any  dissent- 
ing member  wishing  to  disassociate  himself  from  such  act  must,  in  order  to  escape 
liability,  make  formal  protest  at  once. 

The  directors  give  security  for  their  management  by  depositing  at  the  office  of  the 
company  a  certain  number  of  shares  determined  by  the  by-laws  of  the  corporation, 
which  shares  bear  a  stamp  indicating  that  they  are  not  transferable. 

E. — RESTRICTIONS  UPON  DIRECTORS  IN  DEALING  IN  STOCKS  AND  OTHERWISE. 

The  directors  are  not  permitted  to  purchase  the  stock  of  the  company  of  which 
they  are  directors  out  of  company  funds  unless  they  are  authorized  to  purchase  it  out 
of  profiits  by  a  vote  of  the  general  meeting  of  stockholders.  As  regard  dealings  in 
stocks  of  other  companies  all  will  depend  whether  they  are  authorized  to  do  so  by 
the  by-laws  of  the  company  or  by  a  special  vote  of  the  general  meeting.  It  should 
be  borne  in  mind  that  neither  the  articles  of  the  code  of  commerce  which  govern 
the  subject,  nor  the  law  of  1867,  contain  any  express  provision  for  or  provide  any 
general  definition  of  directors'  powers.  These  powers  are  usually  defined  more  or 
less  completely  by  the  by-laws.  The  usual  practice  is  for  the  stockholders,  at  the 
original  statutory  meeting,  to  confer  upon  the  directors  the  widest  powers  for  the  pur- 
pose of  the  management  of  the  company  in  accordance  with  its  objects,  and  then  the 
directors  are  left  to  their  discretion  to  act  within  these  powers.  Unless  the  company 
were  expressly  formed  for  the  purpose  of  dealing  in  stocks  it  would  not  be  competent 
for  the  directors  to  deal  in  stocks  without  being  specifically  authorized  by  the  stock- 
holders so  to  do. 

The  directors  are  forbidden  to  take  or  keep  any  interest,  direct  or  indirect,  in  an 
undertaking  or  contract  made  with  the  company  or  for  its  account  unless  they  are 
specially  authorized  to  do  so  by  the  vote  of  the  stockholders. 

F. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS. 
(See  memorandum  by* Mr.  Edmond  Kelly,  page  296.) 

G. — REGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

The  general  policy  of  the  law  of  1867  is  that  dividends  must  be  paid  out  of  profits 
actually  realized  in  bona  fide  transactions  and  set  forth  in  an  inventory  drawn  up  in 
accordance  with  the  provisions  of  the  law.  At  least  one-twentieth  of  the  profits,  or 
such  larger  proportion  as  may  be  provided  in  the  by-laws,  is  appropriated  to  a  reserve 
fund,  and  this  appropriation  continues  until  the  reserve  fund  amounts  to  one-tenth 
of  the  stock  capital  of  the  company.  In  case  dividends  are  distributed  out  of  capital, 
or  fictitiously  in  the  sense  whicn  has  been  explained  above,  the  directors  are 
responsible. 

No  dividends  distributed  to  the  stockholders  can  be  recovered  from  them  unless 
such  dividends  have  been  distributed  without  any  inventory  having  been  made,  or 
upon  results  not  shown  by  the  inventory,  and  any  right  of  action  which  may  thus 
arise  is  barred  at  the  end  of  5  years  from  the  day  fixed  for  the  distribution  of  the 
dividends. 
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H. — REGULATIONS  REGARDING  OWNERSHIP  OP  STOCK   IN  OTHER  CORPORATIONS,  OR 
THE  COMBINATION  OF  DIFFERENT  CORPORATIONS. 

There  are  no  specific  restrictions  in  the  law  of  1867  against  one  company  owning 
stock  in  another.  With  regard  to  amalgamation  with  another  company,  it  has  been 
held  that  no  amalgamation  can  take  place  without  the  unanimous  consent  of  the 
stockholders,  unless  it  is  provided  for  by  the  by-laws.1  Furthermore,  even  when 
authorized  by  the  by-laws,  the  terms  of  article  31  of  the  law  of  1867  must  be  complied 
with,  which  reauire  that  one-half  at  least  of  the  capital  shall  be  represented  in  meet- 
ings called  for  the  purpose  of  voting  a  modification  of  the  by-laws,  and  amalgamation 
with  another  company  amounts  to  a  modification  of  the  by-laws. 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

There  is  no  requirement  calling  for  direct  reports  to  the  Government  except  in 
regard  to  fiscal  matters,  which  will  be  treated  further  on,  but  there  exist  equivalent 
requirements  in  regard  to  the  publication  of  deeds  relating  to  corporations.  The  law 
of  1867  provides  that  within  a  month  from  the  constitution  of  every  commercial  com- 
pany, a  duplicate  or  a  certified  copy  of  the  deed  by  which  it  is  constituted  (according 
as  the  deed  is  under  private  signatures  or  notarial)  must  be  filed  in  the  registry  of 
the  justice  of  the  peace  or  the  tribunal  of  commerce  of  the  place  where  the  cor- 
poration has  its  offices.  With  this  deed  must  also  be  filed  a  certified  copy  of  the 
notarial  deed  setting  forth  the  subscription  of  the  capital  and  the  payment  in  cash 
of  one-fourth  thereof,  and  a  certified  copy  of  the  resolutions  voted  by  the  meeting  of 
stockholders  in  regard  to  "apport"  where  such  "apport"  exists.  The  nature  of  an 
"apport"  has  been  explained  above  under  B.  Also  in  the  case  of  a  "socie'te' 
anonyme"  there  must  be  filed  a  list  of  names  of  the  subscribers  duly  certified,  con- 
taining the  full  names,  occupations,  residence,  and  number  of  shares  taken  by  each  of 
them.  Within  the  same  period  of  1  month,  an  extract  from  the  deed  constituting 
the  company  and  the  annexed  documents  must  be  published  in  a  legal  newspaper. 
This  extract  contains  the  names  of  all  parties  interested  in  the  company  except  the 
stockholders  or  special  partners  ("  command! taires  "),  the  commercial  name  of  the 
company,  the  address  of  its  offices,  the  names  of  the  partners  authorized  to  manage 
and  sign  for  the  company,  the  amount  of  the  stock  capital  and  of  the  sums  of  money 
or  "apport"  furnished  by  the  stockholders  or  the  "  commanditaires,"  the  date 
of  commencement  of  the  company,  the  date  when  it  ends,  and  the  date  of  the  publi- 
cation made  at  the  registry  in  the  clerk's  office  of  the  justice  of  the  peace  of  the 
tribunal  of  commerce.  It  must  also  state  the  nature  of  the  association,  that  is  to  say, 
whether  it  is  a  private  partnership  (for  these  provisions  apply  also  to  private  part- 
nerships or ' '  socie'te's  en  nom  collectif ' '  as  they  are  known  in  France ) ,  "  commandite, ' ' 
"socie'te'  anonyme,"  or  corporation;  and  this  publication  must  take  place  in  every 
district  where  the  company  nas  a  business  establishment.  The  same  formalities  apply 
to  all  deeds  and  resolutions  modifying  the  by-laws,  prolonging  the  company  beyond 
the  term  fixed  for  its  duration,  its  dissolution  beyond  such  term,  the  method  of  its 
liquidation,  any  change  or  retirement  of  managers,  and  any  change  in  the  name  and 
style  of  the  company.  Among  the  most  important  modifications  of  the  by-laws  is  of 
course  the  increpse  or  diminution  of  the  capital  of  the  company,  which  involves  pub- 
lication in  accordance  with  the  articles  quoted. 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

The  law  requires  that  each  year  an  annual  general  meeting  of  stockholders  be  held, 
at  which  the  inventory,  the  balance  sheet,  and  the  profit  and  loss  account  are  pre- 
sented. These  are  the  only  reports  to  which  a  stockholder  hi  a  "soci<§t4  anonyme" 
is  entitled  according  to  law. 

L. — PRIVILEGE  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  AND  OVER- 
SIGHT OF  BUSINESS. 

In  the  corporation  or  "soci6t6  anonyme"  the  management  of  the  corporation  is 
checked  on  behalf  of  the  shareholders  by  officials  appointed  at  the  general  meeting 
of  stockholders,  known  as  "  commissaires"  or  auditors.  These  auditors  are  required 
to  make  an  annual  report,  to  be  presented  at  the  annual  general  meeting  of  stock- 
holders, on  the  situation  of  the  company,  the  balance  sheet  and  the  accounts  pre- 
sented by  the  directors.  They  are  entitled,  as  representing  the  stockholders,  during 

i  Tribunal  Civil  de  la  Seine,  14th  May,  1892.    Houpin,  sec.  627. 


LEGISLATION; — FRANCE.  295 

3  months  prior  to  the  annual  general  meeting  to  examine  the  books  and  control 
the  transactions  of  the  company.  They  have  the  further  privilege  of  calling  a  meet- 
ing of  stockholders  in  cases  of  urgency.  The  directors  are  required  to  prepare 
every  6  months  a  summary  statement  of  the  assets  and  liabilities  of  the  company,  and 
to  place  it  at  the  disposal  of  the  auditors;  and  the  inventory,  the  balance  sheet,  and 
the  profit  and  loss  account,  which  are  to  be  presented  at  the  annual  meeting,  must 
be  placed  at  the  disposal  of  the  auditors  on  the  fortieth  day  at  latest  before  the  day 
fixed  for  the  meeting. 

Fifteen  days  at  least  before  the  meeting  any  stockholder  may  examine  at  the  office 
of  the  company  the  inventory  and  the  list  of  stockholders  and  obtain  a  copy  of  the 
balance  sheet  and  of  the  report  of  the  auditors.  It  is  customary  to  print  these  latter 
documents  at  the  expense  of  the  company.  There  is  a  special  provision  of  the  law 
applicable  both  to  "commandites"  and  "soci&es  anonymes,"  providing  that  stock- 
holders representing  one-twentieth  at  least  of  the  capital  of  the  company  may  appoint 
one  or  more  representatives  in  their  common  interest  to  act  for  them  either  as*  plain- 
tiff or  defendant  in  actions  at  law  brought  by  or  against  the  directors  or  "g^rants." 
This  privilege  is  without  prejudice  to  the  individual  rights  of  action  of  the  shareholders. 

In  the  case  of  a  "commandite"  the  stockholders  control  the  management  of  the 
"g6rants"  through  a  committee  of  supervision,  known  as  the  "conseil  de  surveil- 
lance." This  committee  consists  of  3  stockholders  at  least,  and  is  appointed  by 
the  general  meeting  of  stockholders  immediately  after  the  final  constitution  of  the 
company  and  before  the  transaction  of  any  business.  The  first  committee  is  appointed 
for  1  year  only,  and  the  period  and  the  method  of  its  renewal  is  determined  by 
the  by-laws.  Its  first  duty  is  to  ascertain  that  the  requirements  in  regard  to  the  con- 
stitution of  the  company  have  been  fully  fulfilled.  It  is  the  general  duty  of  the  com- 
mittee of  supervision  to  check  the  books  of  accounts,  the  cash,  and  the  securities  and 
investments  of  the  company.  It  makes  an  annual  report  to  the  general  meeting  in 
which  it  is  its  duty  to  point  out  the  irregularities  and  inaccuracies  which  may  have 
been  found  in  the  inventories,  and  to  state  any  objections,  if  any,  to  the  distribution 
of  dividends  proposed  by  the  management.  In  fact  the  committee  of  supervision 
exercises  the  same  functions  in  regard  to  a  "commandite"  as  the  "commissaires" 
or  auditors  do  in  regard  to  a  "soci6t6  anonyme,"  but  the  functions  of  a  committee  of 
supervision  are  wider  by  reason  of  the  fact  that  the  powers  of  the  management  in  a 
"commandite  "  are  more  extensive. 

M. — METHOD  OF  TAXATION  OP  CORPORATIONS. 

Upon  the  constitution  of  a  company  the  taxes  imposed  take  the  form  of  "  droits 
d'enregistrement"  or  duties  collected  upon  the  recording  of  the  documents  in  the 
fiscal  office  of  the  Government.  In  case  the  deed  contains  neither  obligation,  libera- 
tion, nor  transmission  of  property,  real  or  personal,  as  between  the  parties  interested 
in  the  company  or  other  parties — in  other  words,  in  case  the  conveyance  by  which 
the  company  orginally  acquires  its  property  takes  the  form  of  subscriptions  or 
"apports"  (or  transmission  of  property  in  consideration  of  fully-paid  stock),  the 
duty  is  one-fourth  of  1  per  cent  or  25  centimes  per  100  francs  of  the  capital.  But  if 
the  deed  reveals  a  sale  of  realty  for  cash,  the  duty  is  between  6  and  7  per  cent — more 
accurately,  6.875  per  cent. 

This  figure  is  arrived  at  by  taking  account  of  the  provision  of  law  which  requires 
that  to  the  principal  of  every  tax,  in  this  case  of  5J  per  cent,  shall  be  added  two- 
tenths,  or  "decimes,"  and  one-half  tenth. 

In  case  of  the  sale  of  personalty,  the  duty  is  2£  per  cent,  including  decimes  (3.125). 
Each  certificate  of  shares  in  the  company  must  bear  a  stamp  of  60  centimes  per  hun- 
dred francs  in  the  case  of  companies  formed  for  a  duration  not  exceeding  10  years, 
and  1  franc  20  centimes  per  hundred  francs  for  those  whose  duration  exceeds  10  years. 
Thin  tax  is  based  upon  the  nominal  capital.  In  the  case  of  founders'  shares,  this  tax 
is  based  upon  their  real  value,  if  obtainable,  and  if  not,  upon  an  assessment  made  by 
the  company  and  subject  to  control  by  the  fiscal  authorities.  Companies  may  ar- 
range to  compound  for  the  payment  or  stamp  duty  for  the  whole  duration  of  their 
company.  In  such  case  the  single  duty  of  60  centimes  or  1  franc  20  centimes  per 
hundred  francs,  as  the  case  may  be,  is  replaced  by  an  annual  duty  reduced  to  6  per 
cent  of  the  nominal  capital  and  payable  quarterly.  Bonds  or  "obligations"  issued 
by  a  company  are  subject  to  a  stamp  duty  of  1  franc  20  centimes  per  hundred  francs 
of  tha value  of  the  certificate.  This  duty  may  also  be  compounded  for. 

Transfer  duty. — Independently  of  the  stamp  duty,  there  is  a  tax  on  every  transfer 
of  shares  of  50  centimes  per  hundred  francs,  inclusive  of  decimes.  It  is  assessed,  not 
on  the  nominal  value  of  the  share,  but  upon  the  last  average  quotation  on  the  day 
before  the  transfer  in  the  case  of  listed  stock;  for  unlisted  stock  upon  a  valuation 
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declared  by  the  company  and  subject  to  governmental  control.  This  tax  could 
obviously  not  apply  to  bearer  stock,  which  is  transferable  by  mere  delivery,  the  trans- 
fers of  which  can  not,  therefore,  be  traced.  In  the  case  of  bearer  stock,  therefore,  it 
has  been  converted  into  an  annual  and  obligatory  tax  of  20  centimes  per  hundred 
francs,  net  of  decimes,  assessed  on  the  real  value  of  the  shares  or  bonds  estimated 
according  to  their  average  quotation  during  the  preceding  year,  or  in  case  they  have 
not  been  quoted  in  the  preceding  year,  upon  a  declared  value  which  is  liable  to  con- 
trol by  the  administration. 

Revenue  tax. — Share  companies  are  also  liable  to  a  revenue  tax  established  by  the 
law  of  June  29,  1872.  The  tax  is  annual,  and  payable  upon  interest,  dividend,  reve- 
nue, and  every  other  kind  of  income  resulting  from  shares  of  every  kind  upon  the 
annual  interest  on  loans  and  bonds  issued.  The  tax  originally  of  3  per  cent  on  income 
as  above  stated  has  been  raised  to  4  per  cent  by  the  law  of  December  26,  1890;  it  is 
payable  quarterly. 

N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

Existing  methods  of  control  are  fiscal  merely,  and  do  not  aim  at  executive  control 
over  the  operations  of  the  company.  By  the  laws  of  June  5, 1850,  and  June  23,  1857, 
modified  by  the  laws  of  August  25,  1871,  and  June  21,  1875,  all  stock  companies  are 
bound  to  make  a  declaration  of  existence  at  the  fiscal  office  of  the  Government 
(bureau  d'enregistrement)  of  their  principal  place  of  business.  This  declaration 
must  be  made  within  a  month  of  their  constitution  and  must  contain:  (1)  The 
object,  the  address,  and  the  duration  of  the  company;  (2)  the  date  of  the  deed  of 
constitution  and  of  its  recording;  (3)  the  names  of  the  managers  or  directors;  (4)  the 
numbers  and  nature  of  the  shares  or  bonds  issued.  The  penalty  for  failure  to  make 
this  declaration  is  a  fine  of  100  to  5,000  francs.  They  are  furthermore  bound,  when- 
ever required  by  the  authorities  of  the  "  enregistrement,"  to  allow  the  Government 
officers  to  inspect  the  stub  books  of  the  certificates  of  shares  and  bonds,  the  registers 
of  transfers  and  conversions,  all  documents  relating  to  transfers  and  conversions,  all 
documents  and  writings  relating  to  lottery  bonds  and  bonuses  on  reimbursement, 
their  books  of  account,  registers,  documents,  cash  vouchers,  etc.,  and  must  permit 
them  to  take  any  copies  required  in  the  interest  of  the  public  treasury.  The  courts 
have  held  that  this  right  extends  even  to  the  minutes  of  the  board  of  directors,  a 
fortiori  to  the  minutes.of  the  stockholders'  meetings. 

Companies  with  variable  capital. — The  law  of  1867  also  contains  special  provisions 
with  regard  to  what  are  known  as  companies  with  variable  capital,  which  were 
designed  with  the  object  of  fostering  cooperative  societies.  These  societies  dp  not 
form  a  separate  class,  but  constitute  a  variety  of  the  different  classes  above  described, 
and  they  must  in  the  first  place  organize  either  as  a  partnership  ("  socie^  en  nom 
collectif"),  a  "commandite,"  or  a  "societ^  anonyme."  In  case  it  is  desired  to 
organize  a  company  of  the  kind,  the  by-laws  contain  a  special  stipulation  to  the  effect 
that  the  share  capital  may  be  increased  by  successive  payments  made  by  the  share- 
holders or  the  admission  of  new  shareholders,  or  decreased  by  the  complete  or  par- 
tial withdrawal  of  the  shares  paid  in.  The  initial  capital  can  not  exceed  200,000 
francs.  It  may  be  increased  by  resolutions  of  the  general  meeting  from  year  to  year; 
each  increase  can  not  exceed  200,000  francs.  The  shares  are  registered  in  the  name 
of  the  owner  and  can  not  be  issued  in  the  form  of  bearer  stock.  The  by-laws  may 
lay  down  a  minimum  below  which  the  capital  can  not  be  reduced,  which  minimum 
can  not  be  less  than  one-tenth  of  the  initial  capital.  The  company  is  only  finally 
constituted  when  one-tenth  of  the  capital  is  paid  in.  Any  shareholder  may  with- 
draw from  the  company  when  he  thinks  fit,  unless  the  contrary  is  expressly  stipu- 
lated and  unless  his  withdrawal  would  effect  the  reduction  of  the  capital  below  the 
statutory  minimum.  It  may  be  stipulated  that  the  general  meeting  shall  have  the 
right  to  decide  by  the  same  majority  as  that  required  for  a  modification  of  the  by-laws 
that  one  or  more  of  the  shareholders  shall  cease  to  form  part  of  the  company. 

The  shareholder  who  ceases  to  belong  to  the  company  either  of  his  own  accord  or 
under  a  decision  of  the  general  meeting,  is  liable  for  a  period  of  5  years  toward  the 
shareholders  and  third  parties  for  all  the  undertakings  of  the  company  existing  at 
the  time  of  his  withdrawal. 

O. — REGULATIONS  REGARDING  PRICES  OF  PRODUCTS  AND  LAWS  COVERING  MONOPOLIES 

OR  TRUSTS.1 

Combinations  and  manoeuvres  to  raise  prices  were  dealt  with  in  the  Roman  law, 
upon  which  the  French  codes  are  founded.  The  Lex  Julia  de  Annpna  punished 
attempts  at  cornering  the  market  by  a  fine,  and  the  law  de  monopolis  et  conventu 

i  By  Edmond  Kelly.    See  also  Part  I,  pp.  86-88. 


LEGISLATION: — FRANCE.  297 

negotiatorum  illicito  prohibited  every  combination  for  the  purpose  of  increasing  the 
price  of  foodstuffs  by  confiscation  and  perpetual  exile. 

As  early  as  Charlemagne,  royal  edicts  are  found  prohibiting  such  proceedings,  and 
the  subject  is  dealt  with  in  a  large  number  of  royal  decrees  and  parliamentary 
decisions. 

Combinations,  however,  between  employers  and  employees  for  the  purpose  of 
maintaining  the  price  not  only  of  articles  manufactured,  but  also  of  wages,  were  not 
prohibited  during  the  Middle  Ages  in  France;  indeed,  the  powers  exercised  by  the 
guilds  or  corporations  to  this  end  are  too  well-known  to  require  comment  or  expla- 
nation. 

The  first  effort  to  break  down  the  tyranny  of  the  guild  in  France  was  due  to  Tur- 
got  in  the  reign  of  Louis  XVI.  The  guilds,  however,  were  too  powerful  in  Paris  to 
permit  of  the  execution  of  the  decree  abolishing  them,  and  the  corporation  was  not 
effectually  destroyed  in  France  until  the  French  revolution. 

The  theory  of  industrial  as  well  as  political  liberty  which  prevailed  at  the  period 
of  the  French  revolution  caused  the  enactment  of  a  series  of  laws,  of  which  the  first 
was  that  of  the  2d-17th  of  Mav,  1791,  which  abolished  all  guilds  or  corporations. 
This  was  immediately  followed  \>y  a  law  of  the  14th  of  June,  of  the  same  year,  which 
punished  all  combinations  for  the  purpose  of  raising  prices  as  misdemeanors.  In 
endeavoring  to  impose  liberty  x>f  industry  by  legislation,  the  convention  enacted  a 
law '  which  prohibited  workmen  from  stopping  work  except  on  the  ground  of  illness 
or  infirmity.  This  legislation  was  soon  followed  by  the  law  of  Germinal,  An  XI, 
which  prohibited  all  combinations  between  employers  and  all  combinations  between 
workmen,  and  punished  such  combinations  by  imprisonment  for  not  more  than  3 
months.  These  combinations  were  not  confined  to  industrial  employers  and  employ- 
Farmers  and  farm  laborers  were  also  included  within  the  prohibition.2 

Emile  Olivier,  in  the  report  he  made  to  the  Corps  Legislatif  when  proposing  the 
law  which  was  to  put  an  end  to  these  prohibitions,  pointed  out  that  the  foregoing 
legislation  was  inspired  by  a  double  motive:  (1)  The  fear  of  the  reorganization  of  cor- 
porations; (2)  a  fear  of  collective  action  of  any  kind  outside  of  the  State.5  This  legis- 
lation was  summed  up  in  the  penal  code  of  1810,  sections  414,  415. 

Section  414  punished  all  combinations  between  employers  the  object  of  which  was 
unjustly  and  abusively  to  effect  a  diminution  in  wages,  followed  by  an  attempt  to 
carry  the  same  into  execution,  by  an  imprisonment  of  6  days  to  1  month,  and  by  a 
fine  of  from  200  to  3,000  francs. 

Section  415  punished  all  combinations  on  the  part  of  workmen  for  the  purpose  of 
stopping  work  or  of  arresting  it  during  certain  hours  of  the  day,  or  generally  for  the 
purpose  of  increasing  the  price  of  wages,  with  imprisonment  of  from  1  to  3  months. 
The  leaders  were  punished  by  an  imprisonment  of  from  2  to  5  years.  It  is  interest- 
ing to  observe  that  combinations  of  employers  were  only  punished  in  case  the  com- 
bination was  unjust  and  abusive,  whereas  no  such  qualification  was  put  .to  the 
punishment  in  the  case  of  workmen.  This  inequality  between  the  penalties  inflicted 
on  employers  and  employees  was  put  an  end  to  by  the  revolution  of  1848,  and  the 
law  enacted  on  the  27th  of  November,  1849. 

The  courts  construed  this  last  law  harshly  for  workmen,  punishing  every  kind  of 
combination  amongst  them,  however  legitimate  were  the  motives  thereof.4  Napoleon 
III,  anxious  to  maintain  his  popularity  with  the  workingmen,  referred  this  question 
to  the  conseil  d'etat,  and  on  the  25th  of  May,  1864,  the  sections  of  the  code  hereto- 
fore referred  to  were  abrogated  and  replaced  by  the  following: 

SEC.  415.  Whoever  shall,  by  means  of  violence,  assault,  threat,  or  fraudulent 
manoeuvres  bring  about  or  maintain  or  seek  to  bring  about  or  maintain  a  concerted 
abandonment  of  work  with  a  view  of  forcing  a  rise  or  a  reduction  in  wages,  or  of 
attacking  the  free  exercise  of  industry  or  labor,  shall  be  punished  by  an  imprison- 
ment of  from  6  days  to  3  years,  and  by  a  fine  of  from  16  to  3,000  francs,  or  by  one  of 
these  two  penalties  only. 

SEC.  41»i.  When  the  acts  punished  by  the  preceding  section  shall  have  been  com- 
mitted under  a  concerted  plan,  those  guilty  thereof  may  be  put  under  the  surveil- 
lance of  the  police  during  a  period  of  from  2  to  5  years. 

While,  however,  these  sections  punish  only  combinations  accompanied  by  vio- 
lence, threats,  and  fraudulent  manoeuvres,  the  right  to  combine  was  limited  by  section 
291  of  the  penal  code,  which  prohibited  any  association  of  more  than  20  persons 
without  having  obtained  the  authorization  of  the  Government,  so  that  while  the 
law  of  lSf>4  permitted  spontaneous  combinations  for  the  purpose  6f  raising  wages 
provided  they  were  not  effected  by  violence  or  fraud,  it  did  not  allow  permanent 


i-Jl  Nivosc,  An  II. 

*Code  rural,  Oct.  6,  1791,  Title  II,  art*.  19  aud'20. 

»Dalloz,  «,  4,  68. 

*  Cassation,  Feb.  24,  1859;  Sirey,  59,  1,  630. 
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combinations  such  as  are  now  known  under  the  name  of  trade  unions.  This  right 
was  not  granted  until  the  21st  of  March,  1884.  This  law  provides  that  in  case  of  all 
such  combinations,  the  articles  of  association  shall  be  deposited  at  the  town  hall 
with  a  list  of  the  names  of  the  managers,  under  penalty  of  a  fine  of  from  16  to  500 
francs  in  case  of  false  declarations;. the  managers  must  be  French  and  in  the  enjoy- 
ment of  their  civil  rights. 

Such  is  the  present  condition  of  law  as  regards  the  right  of  workmen  to  combine 
for  the  purpose  of  raising  wages  and  the  right  of  employers  to  combine  for  the  pur- 
pose of  keeping  wages  down. 

Combinations  for  the  purpose  of  effecting  a  rise  or  fall  in  the  price  of  merchandise 
or  foodstuffs  are  still  prohibited  in  France  under  sections  419  and  420  of  the  penal 
code,  which  date  back  to  the  passage  of  this  code  in  1810.  They  have  been  inter- 
preted by  the  courts,  which  show  a  tendency  of  late  to  limit  the  application  thereof. 
The  articles  in  question  read  as  follows: 

SEC.  419.  All  those  who,  by  deliberately  spreading  abroad  false  or  slanderous  facts, 
by  offering  a  higher  price  than  that  asked  by  the  vendors  themselves,  by  association 
or  coalition  between  the  principal  holders  of  the  same  merchandise  or  foodstuffs, 
whether  with  a  view  to  not  selling  the  same,  or  with  a  view  to  selling  it  only  at  a  cer- 
tain price,  and  all  those  who,  by  any  fraudulent  means,  shall  effect  a  rise  or  diminu- 
tion in  the  price  of  foodstuffs  or  merchandise  or  public  securities  above  or  below  the 
price  determined  by  natural  and  free  commercial  competition,  shall  be  punished  by 
an  imprisonment  of  1  month  to  1  year,  and  by  a  fine  of  from  500  to  2,000  francs. 
Those  guilty  of  the  foregoing  may  be  also  put  under  the  surveillance  of  the  police 
during  from  2  to  5  years. 

SEC.  420.  The  penalty  for  the  foregoing  shall  be  an  imprisonment  of  from  2  months 
to  2  years,  and  a  fine  of  from  1,000  to  20,000  francs  if  these  manoeuvres  have  been 
practiced  on  grain,  flour,  bread,  wine,  or  any  other  drink.  A  surveillance  by  the 
police,  if  ordered,  shall  in  such  case  be  during  from  5  to  10  years. 

In  1851  the  court  of  cassation  declared  null  and  void  an  agreement  on  the  part  of 
a  few  persons  to  purchase  a  large  quantity  of  salt,  with  a  view  of  raising  the  price 
thereof.1  Quite  lately  the  court  decided  that  a  combination  of  manufacturers  or 
dealers  in  mineral  waters  came  within  section  419  because  the  combination  was 
effectual  in  preventing  the  sale  of  these  waters  by  those  who  were  not  members  of 
the  syndicate,  and  by  securing  control  of  the  entire  industry  imposed  higher  prices 
upon  the  public.2  But  a  combination  made  between  a  large  number  of  dealers  in 
phosphates  for  the  purpose  of  raising  the  price  of  phosphates  was  not  held  to  be  ille- 
gal, because  it  did  not  include  absolutely  all  the  dealers  in  phosphates  in  France,  but 
only  those  confined  to  a  certain  district  in  France,  and  because  it  was  the  object  of 
the  coalition  to  contend  against  French  and  foreign  competition  under  the  "best 
possible  economic  conditions. " 3 

And  in  a  case  where  a  number  of  manufacturers  of  pottery  at  Grenoble  and  its 
neighborhood  had  made  a  similar  arrangement  not  to  sell  except  at  certain  prices, 
the  effort  to  have  this  association  pronounced  unlawful  under  section  419  failed,  the 
court  holding  that  in  this  particular  case  the  syndicate  did  not  include  the  whole 
trade,  but  only  a  minority  of  the  trade,  and  that  the  price  upon  which  the  syndicate 
agreed  did  not  seem  to  be  an  exaggerated  price.* 

It  may  be  said  generally,  therefore,  that  the  tendency  in  France  to-day  is  to  per- 
mit the  combinations  which  the  legislation  of  the  revolutionary  period  attempted  to 
prevent.  As  regards  combinations  of  employers  to  keep  wages  down,  and  those  of 
employees  to  keep  wages  up,  the  prohibitions  imposed  by  the  convention  have  been 
abolished  by  direct  legislation.  As  regards  combinations  to  raise  prices,  the  rule  has 
been  mitigated  by  judicial  interpretation.  In  other  words,  experience  has  demon- 
strated that  the  so-called  "liberty  of  industry,"  which  had  such  attractions  for  the 
convention,  was  diminished  rather  than  enhanced  by  the  prohibition  of  combinations, 
for  it  is  only  by  collective  bargaining  that  workmen  can  secure  wages  consistent  with 
a  high  standard  of  living,  and  it  is  only  by  combination  that  industries  can  rescue 
themselves  from  the  perpetual  tendency  of  competition  to  reduce  prices  below  the 
margin  of  profit. 


1  Dalloz  54,  5,  119. 

2  Sirey,  1889,  4,  211;  Sirey,  1896,  2,  164. 
8  Sirey,  1892,  II,  152. 

«  Bonneton,  c.  Societe  des  Tuileries,  Sirey,  1894,  2,  278. 
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CORPORATION  LAW  OF  THE  24TH  OF  JULY,  1867.1 

I. "COMMANDITE  "    COMPANIES. 

ARTICLE  1.  "  Command! te  "  companies  may  not  divide  their  capital  into  shares  or 
fractions  of  shares  of  less  than  25  francs  when  the  capital  does  not  exceed  200,000 
francs,  nor  of  less  than  100  francs  when  the  capital  exceeds  200,000  francs. 

They  can  not  be  finally  constituted  before  the  subscription  of  the  whole  of  the 
t-hare  capital  and  the  payment  in  cash  by  each  shareholder  of  the  amount  of  the 
shares  or  fractions  of  shares  subscribed  by  him  when  they  do  not  exceed  25  francs, 
and  of  one-fourth  at  least  of  the  shares  when  they  are  of  100  francs  or  more. 

This  subscription  and  these  payments  are  placed  on  record  by  a  declaration  of  the 
manager  ( "  gerant " )  in  a  notarial  deed. 

To  this  declaration  are  annexed  the  list  of  subscribers,  a  statement  of  the  payment 
made,  one  of  the  originals  of  the  deed  of  formation  of  the  company  if  it  is  under 
private  signatures,  and  a  certified  copy  thereof  if  it  is  a  notarial  deed  and  if  it  has 
been  executed  before  a  notary  other  than  the  one  who  received  the  declaration. 
The  deed  under  private  signature,  whatever  be  the  number  of  the  shareholders, 
shall  be  executed  in  two  originals,  one  of  which  ehall  be  annexed,  as  stated  in  the 
preceding  paragraph,  to  the  declaration  of  subscription  of  the  capital  and  of  the  pay- 
ment of  one-fourth,  and  the  other  shall  remain  on  file  at  the  offices  of  the  company. 

ART.  2.  The  shares  or  subdivisions  of  shares  are  negotiable  after  payment  of  one- 
fourth. 

ART.  3.  The  shares  are  registered  in  the  name  of  the  holder  until  they  are  fully 
paid  up.  The  shares  representing  vendors'  interest  ("apport")  must  always  be 
fully  paid  up  at  the  tune  of  the  constitution  of  the  company. 

These  shares  can  not  be  detached  fronl  the  stub  book,  and  are  not  negotiable  until 
2  years  after  the  constitution  of  the  company. 

During  this  tune  it  is  the  duty  of  the  directors  to  have  them  marked  with  a  stamp, 
indicating  their  nature  and  the  date  of  their  constitution. 

The  registered  holders,  the  intermediate  transferees,  and  the  subscribers  are  liable 
jointly  and  severally  for  the  amount  of  the  share. 

Every  subscriber  or  shareholder  who  has  transferred  his  stock  ceases,  after  2  years 
from  the  transfer,  to  be  liable  for  the  uncalled  balance. 

ART.  4.  When  a  shareholder  has  made  an  "apport"  which  does  not  consist  of 
cash,  or  has  stipulated  for  his  own  benefit  special  advantages,  the  first  general  meet- 
ing appraises  the  value  of  the  "apport"  on  the  ground  of  the  advantages  stipulated. 

The  company  is  only  definitively  constituted  after  the  approval  of  the  "apport"  or 
of  the  advantages,  voted  by  another  general  meeting  after  fresh  notice. 

The  second  general  meeting  shall  only  decide  upon  the  approval  of  the  contribu- 
tion or  of  the  advantages  after  a  report,  which  shall  be  printed  and  placed  at  the 
disposal  of  the  shareholders  5  days  at  least  before  the  general  meeting. 

Resolutions  are  voted  by  the  majority  of  shareholders  present.  This  majority  shall 
comprise  one-fourth  of  the  shareholders  and  represent  one-fourth  of  the  cash-share 
capital. 

Shareholders  who  have  made  an  "apport"  or  stipulated  particular  advantages, 
subject  to  the  approval  of  the  meeting,  are  not  entitled  to  vote. 

In  default  of  approval  the  company  is  without  effect  in  regard  to  all  the  parties. 

The  approval  is  without  prejudice  to  subsequent  action  which  may  be  instituted 
by  reason  of  deceit  or  fraud. 

The  provisions  of  the  present  article  relating  to  the  verification  of  the  "apport" 
not  consisting  of  cash  are  not  applicable  to  a  case  where  the  company  to  which  the 
said  "apport"  is  made  is  forme<cl  only  between  persons  who  are  undivided  owners. 

ART.  5.  A  committee  of  supervision  composed  of  3  shareholders  at  least  is  organized 
in  every  "commandite"  stock  company. 

This  committee  is  appointed  by  the  general  meeting  of  stockholders  immediately 
after  the  final  constitution  of  the  company  and  before  the  transaction  of  any  corpo- 
rate business. 

Its  members  are  subject  to  reelection  at  the  periods  and  according  to  the  conditions 
laid  down  in  the  by-laws. 

The  first  committee  is,  however,  appointed  for  1  year  only. 

ART.  6.  This  first  committee  shall,  immediately  after  its  appointment,  verify  the 
fulfillment  of  the  provisions  contained  in  the  articles  which  precede. 

ART.  7.  Every  "commandite"  stock  company  constituted  in  contravention  of  the 
prescriptions  of  articles  1,  2,  3,  4,  and  5  of  the  present  law  is  void  and  of  no  effect  as 
regards  the  interested  parties. 

i  Translated  at  the  embassy  of  the  United  States,  Paris. 
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This  invalidity  can  not  be  set  up  against  third  parties  by  the  members  of  the 
company. 

ART.  8.  When  the  company  is  rendered  invalid  in  the  terms  of  the  preceding 
article,  the  members  of  the  first  committee  of  supervision  may  be  declared  liable, 
with  the  manager,  for  the  damage  resulting  to  the  company  or  to  third  parties  from 
the  invalidation  of  the  company. 

The  same  liability  may  be  declared  as  against  those  of  the  stockholders  whose 
"apport"  or  special  privileges  have  not  been  verified  and  approved  in  conformity 
with  article  4  above  quoted. 

An  action  to  invalidate  a  company  or  the  acts  and  resolutions  subsequent  to  its 
constitution  is  no  longer  admissible  when  before  the  action  is  instituted  the  ground 
for  its  invalidity  has  ceased  to  exist.  The  action  for  liability  for  the  acts  from  which 
its  invalidity  resulted  ceases  to  be  admissible  when  before  the  institution  of  the 
action  the  ground  of  its  invalidity  has  ceased  to  exist  and  in  addition  a  period  of 
3  years  has  elapsed  since  the  day  when  the  invalidity  was  incurred. 

If  for  the  purpose  of  remedying  the  irregularity  a  general  meeting  should  be 
called,  the  action  to  invalidate  shall  no  longer  be  inadmissible  from  the  date  of  the 
regular  convening  of  this  meeting. 

These  actions  to  invalidate  the  constitutive  deeds  of  companies  are  statute  barred 
by  10  years. 

This  limitation  can  not,  however,  be  set  up  before  the  expiration  of  the  10  years 
which  shall  follow  the  promulgation  of  the  present  law. 

(The  last  4  paragraphs  of  this  article  were  added  by  the  law  of  August  1,  1893.) 

ART.  9.  The  members  of  the  committee  of  supervision  incur  no  liability  by  reason 
of  the  acts  of  the  management  and  of  their  consequences. 

Each  member  of  the  committee  of  supervision  is  liable  for  his  personal  faults  in 
the  performance  of  his  duties  in  conformity  with  the  rules  of  common  law. 

ART.  10.  The  members  of  the  committee  of  supervision  verify  the  books,  the  cash, 
the  securities  and  investments  of  the  company. 

They  shall  make  a  report  every  year  to  the  general  meeting,  in  which  they  shall 
point  out  the  irregularities  and  inaccuracies  which  they  have  discovered  in  the  inven- 
tories, and  set  forth  in  full  the  reasons  which  constitute  objections  to  the  distribution 
of  dividends  proposed  by  the  manager. 

No  action  for  recovery  of  dividends  can  be  directed  against  stockholders  except  in 
the  case  where  distribution  shall  have  been  made  without  any  inventory  or  inde- 
pendently ol  the  results  set  forth  in  the  inventory. 

The  action  for  recovery,  in  case  it  is  competent,  is  statute  barred  by  5  years  from 
the  date  fixed  for  the  distribution  of  dividends. 

The  periods  of  limitation  which  have  begun  to  run  at  the  time  of  promulgation  of 
the  present  law  and  which  still  require  for  their  completion,  in  accordance  with  prior 
legislation,  more  than  5  years  from  the  same  period  shall  be  completed  by  the  lapse 
of  this  period. 

ART.  11.  The  committee  of  supervision  may  convene  the  general  meeting  and, 
according  to  its  advice,  bring  about  the  dissolution  of  the  company. 

ART.  12.  Fifteen  days  at  least  before  the  general  meeting  every  stockholder  may 
inspect  at  the  office  of  the  company,  either  in  person  or  through  an  attorney  in  fact, 
the  balance  sheet,  the  inventories,  and  the  report  of  the  committee  of  supervision. 

ART.  13.  The  issuing  of  shares  or  of  coupons  of  shares  of  a  company  constituted  in 
contravention  of  the  provisions  of  articles  1,  2,  and  3  of  the  present  law  shall  be 
punished  by  a  fine  of  from  500  to  10,000  francs. 

The  following  persons  shall  incur  a  similar  penalty: 

The  manager  (g6rant)  who  begins  corporate  business  before  the  committee  of  super- 
vision has  entered  upon  its  duty. 

Those  who,  presenting  themselves  as  owners  of  shares  or  of  coupons  of  shares  which 
do  not  belong  to  them,  have  fraudulently  created  a  fictitious  majority  in  a  general 
meeting  without  prejudice  of  damages  in  case  of  need  as  toward  the  company  or 
toward  third  parties. 

Those  who  have  delivered  shares  for  the  purpose  of  making  a  fraudulent  use  thereof. 

In  the  cases  mentioned  in  the  two  preceding  paragraphs,  the  penalty  of  imprison- 
ment of  15  days  to  6  months  may  also  be  pronounced. 

ART.  14.  Negotiations  of  shares  or  of  coupons  of  shares  the  value  or  the  form  of 
which  shall  be  contrary  to  the  provisions  of  articles  1,  2,  and  3  of  the  present  law,  or 
in  regard  to  which  payment  of  one-quarter  shall  not  have  been  effected  in  conformity 
with  article  2  of  the  present  law,  shall  be  punished  by  a  fine  of  500  to  10,000  francs. 

All  participation  in  these  negotiations  and  any  publication  of  the  value  of  the  said 
shares  shall  be  punished  by  the  same  penalty. 

ART.  15.  The  following  persons  shall  incur  the  penalties  set  forth  in  article  405  of 
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the  penal  code  without  prejudice  to  the  application  of  this  article  to  all  the  elements 
constitutive  of  the  offense  of  obtaining  money  under  false  pretenses  (escroquerie) : 

Those  who  by  simulation  of  subscriptions  or  payments  or  by  publication,  with 
intent  to  deceive,  of  subscriptions  or  payments  which  do  not  exist,  or  by  any  other 
false  statement  have  obtained  or  endeavored  to  obtain  subscriptions  or  payments. 

Those  who,  in  order  to  induce  subscriptions  or  payments,  publish  with  intent  to 
deceive  the  names  of  persons  designated,  contrary  to  the  truth,  as  being  or  about  to 
be  connected  with  the  company  in  any  capacity  whatsoever. 

Managers  who  in  the  absence  of  an  inventory,  or  by  means  of  a  fraudulent  inven- 
tory, have  distributed  among  the  shareholders  fictitious  dividends. 

The  members  of  the  committee  of  supervision  are  not  liable  in  damages  for  the 
offenses  committed  by  the  manager. 

ART.  16.  Article  463  of  the  penal  code  is  applicable  to  the  acts  mentioned  in  the 
three  articles  which  precede. 

ART.  17.  Stockholders  representing  one-twentieth  at  least  of  the  stock  capital  may, 
in  the  common  interest,  appoint  at  their  cost  one  or  more  attorneys  in  fact  to  sustain, 
either  as  plaintiffs  or  as  defendants,  an  action  against  the  managers  or  against  the 
members  of  the  committee  of  supervision,  and  to  represent  them  in  such  case  before 
the  courts  without  prejudice  to  the  action  which  each  stockholder  may  bring  indi- 
vidually in  his  own  personal  name. 

ART.  18.  Companies  existing  prior  to  the  law  of  July  17,  1856,  and  which  have  not 
complied  with  article  15  of  that  law,  shall  be  bound  within  a  period  of  6  months  to 
constitute  a  committee  of  supervision  in  conformity  with  the  foregoing  provisions. 

In  case  the  committee  of  supervision  is  not  constituted  within  the  period  above 
fixed,  any  shareholder  has  the  right  to  have  the  company  dissolved. 

ART.  19.  Stock  companies  (commandite)  prior  to  the  present  law,  the  by-laws  of 
which  permit  of  their  being  converted  into  a  corporation  authorized  by  the  Govern- 
ment, may  be  converted  into  corporations  (societes  anonymes)  according  to  the  pro- 
visions laid  down  in  Title  II  of  the  present  law,  by  complying  with  the  conditions 
stipulated  in  the  by-laws  for  such  conversion. 

ART.  20.  The  law  of  July  17,  1856,  is  repealed. 

II. — LIMITED  LIABILITY  COMPANIES  ( SOCIETES  ANONYMES). 

ART.  21.  Henceforward  limited  liability  companies  may  be  formed  without  the 
authorization  of  the  Government. 

Whatever  be  the  number  of  parties  interested,  they  may  be  formed  by  a  deed 
under  private  signature  executed  in  duplicate  original. 

They  are  subject  to  the  provisions  of  articles  29,  30,  32,  33,  34,  and  36  of  the  code 
of  commerce  and  to  the  provisions  contained  in  the  present  title. 

ART.  22.  These  companies  are  managed  by  one  or  several  representatives  (direct- 
ors) appointed  for  a  definite  period  revocable,  salaried  or  not,  chosen  from  among 
the  stockholders. 

T'ir.-r  repraKntativea  may  choose  among  themselves  a  manager,  or,  if  the  by-laws 
permit  it,  substitute  for  themselves  a  representative,  not  a  member  of  the  company, 
and  for  whose  acts  they  are  responsible  toward  it. 

ART.  23.  The  company  can  not  be  formed  if  the  number  of  shareholders  is  less  than  7. 

ART.  24.  The  provisions  of  articles  1,  2,  3,  and  4  of  the  present  law  are  applicable 
to  limited  liability  companies. 

The  declaration  enjoined  upon  the  manager  by  article  1  is  made  by  the  founders 
of  a  limited-liability  company.  It  is  submitted  with  documents  in  support  thereof 
to  the  first  general  meeting,  which  verifies  its  accuracy. 

ART.  25.  A  general  meeting  is  in  every  case  convened  at  the  instance  of  the  found- 
ers subsequent  to  the  deed  which  sets  forth  the  subscription  of  the  share  capital  and 
the  payment  of  one-quarter  of  the  capital  which  consists  of  cash.  This  meeting 
appoints  the  first  directors;  it  appoints  also  for  the  first  year  the  auditors  provided 
for  by  article  32  of  the  present  law. 

These  directors  can  n«t  be  appointed  for  more  than  6  years;  they  are  reeligible 
unless  otherwise  provided. 

They  may,  however,  be  appointed  by  the  by-laws  with  a  formal  proviso  that  their 
appointment  shall  not  be  subject  to  the  approval  of  the  general  meeting.  In  such 
case  they  can  not  be  appointed  for  more  than  3  years. 

The  minute  of  the  meeting  shall  record  the  acceptance  of  the  directors  and  of  the 
auditors  present  at  the  meeting. 

The  company  is  constituted  as  from  this  acceptance. 

ART.  26.  The  directors  must  be  owners  of  a  number  of  shares  determined  by  the 
by-laws. 
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These  shares  are  appropriated  in  full  to  guarantee  the  acts  of  the  management, 
even  those  acts  which  are  exclusively  personal  to  one  of  the  directors. 

They  are  registered  in  the  name  of  the  holder,  inalienable  and  marked  with  a 
stamp  indicating  their  inalienable  character,  and  deposited  in  the  company's  safe. 

ART.  27.  A  general  meeting  is  held  at  least  once  a  year  at  a  period  fixed  by  the 
by-laws.  The  by-laws  determine  the  number  of  shares  which  it  is  necessary  to  pos- 
sess, either  as  owner  or  as  proxy,  to  be  admitted  to  the  meeting,  and  the  number  of 
votes  belonging  to  each  shareholder  by  reference  to  the  number  of  shares  of  which 
he  is  the  holder. 

All  the  owners  of  a  number  of  shares  below  that  prescribed  for  admission  to  the 
meeting  may  combine  to  form  the  necessary  number  and  appoint  a  representative 
among  their  number. 

Nevertheless,  in  general  meetings  held  to  verify  the  "apport,"  to  appoint  the  first 
directors,  and  to  verify  the  accuracy  of  the  declaration  of  the  founders  of  the  com- 
pany prescribed  by  the  second  paragraph  of  article  24,  every  shareholder,  whatever 
the  number  of  shares  of  which  he  is  the  holder,  may  take  part  in  the  proceedings 
with  a  number  of  votes  determined  by  the  by-laws,  not  exceeding  10. 

ART.  28.  In  all  the  general  meetings  resolutions  are  voted  by  a  majority  of  votes. 

A  list  of  members  present  is  drawn  up,  which  contains  the  names  and  the  residences 
of  the  shareholders  and  the  number  of  shares  of  which  each  of  them  is  holder. 

This  list,  certified  by  the  committee  of  the  meeting,  is  placed  on  file  at  the  com- 
pany's offices  and  is  open  to  inspection  by  anyone  calling  for  it. 

ART.  29.  General  meetings  wnich  are  called  to  transact  business  in  cases  other 
than  those  provided  for  by  the  2  articles  which  follow  must  be  composed  of  a 
number  of  shareholders  representing  one-quarter  at  least  of  the  share  capital. 

If  the  general  meeting  does  not  unite  this  number,  a  new  meeting  is  convened  in 
the  forms  and  within  the  periods  prescribed  by  the  by-laws,  and  such  meeting  can 
proceed  to  the  valid  transaction  of  business,  whatever  be  the  proportion  of  capital 
represented  by  the  shareholders  present. 

ART.  30.  The  meetings  which  are  called  to  vote  upon  the  verification  of  the 
"apports,"  the  appointment  of  the  first  directors,  the  accuracy  of  the  declaration 
made  by  the  founders  in  the  terms  of  paragraph  2  of  article  24,  must  be  composed  of 
a  number  of  shareholders  representing  one-half  at  least  of  the  share  capital. 

The  share  capital,  one-half  of  which  must  be  represented  for  the  verification  of  the 
"apport,"  shall  be  composed  only  of  shares  not  subject  to  verification. 

If  the  general  meeting  does  not  comprise  a  number  of  shareholders  representing 
one-half  of  the  share  capital,  only  a  provisional  vote  can  be  taken.  In  such  case  a 
new  general  meeting  is  convened.  Two  notices  published  at  8  days'  interval  at  least 
a  month  in  advance  in  one  of  the  journals  appointed  to  receive  legal  announcements, 
acquaint  the  shareholders  with  the  provisional  resolutions  adopted  by  the  first  meet- 
ing, and  these  resolutions  become  final  if  they  are  approved  by  the  new  meeting  com- 
posed of  a  number  of  shareholders  representing  one-fifth  at  least  of  the  share  capital. 

ART.  31.  Meetings  wrhich  are  called  to  vote  upon  changes  in  the  by-laws  or  proposals 
for  continuation  of  the  company  beyond  the  period  fixed  for  its  duration,  or  its  dis- 
solution before  this  period,  are  only  validly  constituted  and  can  transact  valid  business 
only  when  they  are  composed  of  a  number  of  shareholders  representing  one-half  at 
least  of  the  share  capital. 

ART.  32.  The  annual  general  meeting  designates  one  or  more  auditors,  whether 
shareholders  or  not,  whose  duty  is  to  make  a  report  to  the  general  meeting  of  the 
following  year,  on  the  situation  of  the  company,  the  balance  sheet,  and  the  accounts 
presented  by  the  directors. 

The  resolution  containing  approval  of  the  balance  sheet  and  the  accounts  is  void 
unless  it  has  been  preceded  by  the  report  of  the  auditors. 

If  the  auditors  shall  not  have  been  appointed  by  the  general  meeting,  or  in  case 
one  or  more  of  the  auditors  appointed  refuses  or  is  unable  to  act,  they  are  appointed 
or  the  vacancies  in  their  numbers  filled  by  an  order  of  the  president  of  the  tribunal 
of  commerce  of  the  place  where  the  company's  officers  are  situated,  upon  the  appli- 
cation of  any  interested  party  and  with  due  notice  to  the  directors. 

ART.  33.  During  3  months  prior  to  the  period  fixed  by  the  by-laws  for  the  gen- 
eral meeting  the  auditors  are  entitled,  whenever  they  think  proper,  in  the  interests 
of  the  company,  to  inspect  the  books  and  examine  the  transactions  of  the  company. 

ART.  34.  Every  limited  liability  company  shall  draw  up  every  6  months  a  sum- 
mary statement  of  its  assets  and  liabilities.  This  statement  is  placed  at  the  disposal 
of  the  auditors. 

An  inventory  shall  also  be  made  every  year  in  conformity  with  article  9  of  the 
code  of  commerce,  containing  a  list  of  the  real  and  personal  securities  and  the  credits 
and  debts  of  the  company. 

This  inventory,  balance  sheet,  and  profit  and  loss  account  are  placed  at  the  dis- 
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posal  of  the  auditors  on  the  fortieth  day  at  latest  before  the  general  meeting.  They 
are  submitted  to  this  meeting. 

ART.  35.  Fifteen  days  at  least  before  the  general  meeting  any  shareholder  may,  at 
the  offices  of  the  company,  inspect  the  inventory  and  the  list  of  shareholders  and 
obtain  a  copy  of  the  balance  sheet  resuming  the  inventory,  and  of  the  report  of  the 
auditors. 

ART.  36.  An  annual  deduction  of  one-twentieth  at  least  is  made  from  the  net  profits 
and  appropriated  to  the  formation  of  the  reserve  fund. 

This  deduction  ceases  to  be  obligatory  when  the  reserve  fund  reaches  one-tenth  of 
the  share  capital. 

ART.  37.  In  case  of  loss  of  three-quarters  of  the  share  capital,  the  directors  are 
bound  to  convene  a  general  meeting  of  all  the  shareholders  to  vote  upon  the  question 
whether  the  company  shall  be  dissolved. 

The  resolution  of  the  general  meeting  is  in  all  cases  made  public. 

In  case  the  directors  neglect  to  convene  the  general  meeting,  and  also  in  case  thia 
meeting  shall  not  have  been  regularly  constituted,  any  interested  party  may  apply 
to  the  court  for  the  liquidation  of  the  company. 

ART.  38.  The  liquidation  may  be  ordered  upon  the  application  of  anv  interested 

Cty  when  one  year  has  elapsed  since  the  period  when  the  number  of  shareholders 
become  reduced  to  less  than  seven. 

ART.  39.  Article  17  is  applicable  to  limited  liability  companies. 

ART.  40.  It  is  forbidden  to  the  directors  to  take  or  to  preserve  direct  or  indirect 
interest  in  an  undertaking  or  contract  made  with  the  company  or  for  its  account 
unless  they  are  authorized  to  do  so  by  the  general  meeting. 

Every  year  a  special  account  is  furnished  to  the  general  meeting  of  the  execution 
of  contract:-  or  undertakings  authorized  by  it  within  the  terms  of  the  preceding  para- 
graph. 

ART.  41.  Any  limited  liability  company  in  regard  to  which  the  articles  22,  23,  24, 
and  25  of  this  law  have  not  been  observed  is  void  and  of  no  effect. 

ART.  42.  When  the  company  or  its  acts  and  resolutions  have  been  declared  void 
within  the  terms  of  the  preceding  article,  the  founders  who  are  responsible  for  its 
invalidity  and  the  directors  in  office  at  the  time  when  is  was  incurred  are  jointly 
and  severally  liable  toward  third  parties  and  toward  shareholders  for  the  damage 
resulting  from  this  invalidity. 

The  same  joint  and  several  liability  may  be  declared  against  those  of  the  share- 
holders whose  "apports,"  or  special  privileges,  shall  not  have  been  verified  and 
approved  according  to  article  24. 

The  action  to  invalidate  and  the  action  for  liability  resulting  therefrom  are  sub- 
ject to  the  provisions  of  article  8  of  this  law. 

ART.  43.  The  extent  and  the  effects  of  the  liability  of  the  auditors  toward  the 
company  are  ascertained  in  accordance  with  the  general  principles  of  the  contract  of 
agency. 

ART.  44.  The  directors  are  liable  in  conformity  with  the  rules  of  common  law,  indi- 
vidually or  jointly  and  severally  according  to  circumstances,  toward  the  company 
or  toward  third  parties,  either  "for  infringements  of  the  provisions  of  the  present 
law  <>r  for  acts  of  negligence  committed  by  them  in  their  management,  and  in  par- 
ticular in  distributing,  or  permitting  to  be  distributed  without  protest,  fictitious 
dividends. 

ART.  45.  The  provisions  of  articles  13,  14,  15,  and  16  of  the  present  law  are  appli- 
cable in  the  case  of  limited  liability  companies  without  distinction  between  tnose 
which  are  now  in  existence  and  those  which  shall  be  formed  under  the  authority  of 
the  present  law.  The  directors  who,  without  an  inventory  or  by  means  of  a  fraudu- 
lent inventory,  have  declared  fictitious  dividends  shall  be  punished  by  the  penalty 
enacted  in  such  case  by  paragraph  3  of  article  15  against  the  managers  of  "coni- 
inandite"  companies. 

The  provisions  of  the  last  three  paragraphs  of  article  10  are  also  applicable  as 
regards  limited  liability  companies. 

ART.  4H.  Limited  liability  companies  now  existing  shall  continue  to  be  subject 
throughout  their  whole  duration  to  the  provisions  which  now  govern  them. 

They  may  be  converted  into  limited  liability  companies,  according  to  the  terms  of 
the  present  law.  by  obtaining  the  authorization  of  the  Government  and  observing  the 
forms  prescribed  for  chaiiinng  their  by-laws. 

ART.  47.  Companies  with  limited  liability  may  convert  themselves  into  "socie'te's 
anonymes"  (limited  liability  companies),  within  the  terms  of  the  present  law,  by 
complying  with  the  conditions  stipulated  for  the  modification  of  their  by-laws. 

Articles  31,  37,  and  40  of  the  code  of  commerce  and  the  law  of  May "23,  1863,  on 
limited  liability  companies  are  repealed. 
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III. — COMPANIES  WITH  VARIABLE  CAPITAL. 

ART.  48.  It  may  be  stipulated  in  the  by-laws  of  any  company  that  the  share  capital 
shall  be  susceptible  of  increase  by  successive  payments  made  by  the  shareholders 
or  the  admission  of  new  shareholders,  or  of  reduction  by  the  total  or  partial  with- 
drawal of  the  sums  contributed. 

Companies  whose  by-laws  contain  the  above  stipulation  shall  be  subject,  inde- 
pendently of  the  general  rules  which  govern  them  according  to  their  special  form,  to 
the  provisions  of  the  following  articles. 

ART.  49.  The  share  capital  may  not  be  fixed  by  the  constitution  of  the  company  at 
a  larger  sum  than  200,000  francs.  It  may  be  increased  by  resolutions  of  the  general 
meeting  voted  from  year  to  year;  each  increase  shall  not  exceed  200,000  francs. 

ART.  50.  The  shares  or  coupons  of  shares  shall  be  inscribed  with  the  names  of  the 
holders  even  after  they  are  fully  paid  up.  They  shall  be  negotiable  only  after  the 
final  constitution  of  the  company.  Their  negotiation  can  only  take  place  by  way  of 
transfer  on  the  registers  of  the  company,  and  the  by-laws  may  grant  either  to  the 
board  of  directors  or  to  the  general  meeting  the  right  of  objecting  to  a  transfer. 

ART.  51.  The  by-laws  shall  fix  a  sum  below  which  the  capital  may  not  be  reduced 
by  withdrawal  of  shares  authorized  by  article  48. 

This  sum  shall  not  be  inferior  to  one-tenth  of  the  share  capital. 

The  company  shall  not  be  finally  constituted  until  after  payment  of  one-tenth. 

ART.  52.  Any  shareholder  may  withdraw  from  the  company  when  he  pleases  in 
default  of  an  agreement  to  the  contrary,  and  subject  to  the  operation  of  paragraph  1 
of  the  preceding  article. 

It  may  be  stipulated  that  a  general  meeting  may  have  the  right  of  deciding  by  the 
majority  fixed  for  a  modification  of  the  by-laws  that  one  or  more  of  the  shareholders 
shall  cease  to  belong  to  the  company. 

The  shareholder  who  shall  cease  to  belong  to  the  company  shall,  of  his  own  accord 
or  by  a  decision  of  the  general  meeting,  be  bound  during  5  years  toward  the 
shareholders  and  toward  third  parties  for  all  liabilities  existing  at  the  time  of  his 
withdrawal. 

ART.  53.  The  company,  whatever  its  form,  shall  be  validly  represented  in  courts  of 
justice  by  its  directors. 

ART.  54.  The  company  shall  not  be  dissolved  by  death,  withdrawal,  lunacy,  bank- 
ruptcy, or  insolvency  of  any  one  of  the  shareholders.  It  shall  continue  as  a  matter 
of  course  between  the  other  shareholders. 

IV. — PROVISIONS  RELATING  TO  THE  PUBLICATION  OF  COMPANY  DEEDS. 

ART.  55.  Within  a  month  from  the  constitution  of  every  commercial  company,  a 
counterpart  of  the  deed  of  constitution,  if  it  is  under  private  signature,  or  a  certified 
copy,  if  it  is  notarial,  shall  be  filed  in  the  clerk's  office  of  the  justice  of  the  peace  of 
the  tribunal  of  commerce  at  the  place  where  the  company  is  established. 

There  shall  be  annexed  to  the  deed  of  constitution  of  "commandite"  share  com- 
panies and  limited  liability  companies:  (1)  A  certified  copy  of  the  notarial  deed  set- 
ting forth  subscription  of  the  share  capital  and  the  payment  of  one-quarter;  (2)  a 
certified  copy  of  the  resolutions  voted  by  the  general  meeting  in  the  cases  provided 
for  by  articles  4  and  24. 

Furthermore,  in  case  the  company  is  a  limited  liability  company,  there  shall  be 
annexed  to  the  deed  of  constitution  a  list  of  names  of  the  subscribers,  duly  certified, 
containing  the  names,  surnames,  Christian  names,  occupations,  residence,  and  the 
number  of  shares  belonging  to  each  of  them. 

ART.  56.  Within  the  same  period  of  one  month  an  extract  from  the  deed  of  consti- 
tution and  the  annexed  documents  shall  be  published  in  one  of  the  journals  appointed 
to  receive  legal  announcements. 

This  publication  shall  be  proved  by  a  copy  of  the  journal,  certified  by  the  printer, 
legalized  by  the  mayor,  and  registered  within  3  months  of  its  date. 

If  the  formalities  prescribed  by  the  preceding  article  and  by  the  present  article  are 
not  observed,  the  company  is  void  as  regards  the  parties  interested,  but  the  inobserv- 
ance  of  any  one  of  them  shall  not  be  set  up  against  third  parties  by  the  shareholders. 

ART.  57.  The  extract  shall  contain  the  names  of  the  parties  interested  other  than 
the  shareholders  (or  " conimanditaires " ) ;  the  commercial  name  or  denomination 
adopted  by  the  company  and  its  business  address;  the  names  of  the  shareholders 
authorized  to  manage,  administer,  and  sign  for  the  company;  the  amount  of  the 
share  capital  and  the  amount  of  property  brought  in  or  to  be  brought  in  by  the 
shareholders  (or  " commanditaires " ) ;  the  date  when  the  company  begins;  the  date 
when  it  ends,  and  the  date  of  the  publication  made  in  the  clerk's  office  of  the  justice 
of  the  peace  in  the  tribunal  of  commerce. 

ART.  58.  The  extract  shall  declare  that  the  association  is  a  private  partnership  or 
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an  ordinary  "  commandite  "  with  shares,  or  a  limited  liability  company  or  a  company 
with  variable  capital. 

If  the  company  is  with  limited  liability  the  extract  shall  set  out  the  amount  of  the 
share  capital  in  cash  and  other  property  and  the  proportion  to  be  deducted  out  of 
the  profits  to  make  up  the  reserve  fund. 

Lastly,  if  the  company  is  with  variable  capital,  the  extract  shall  mention  the  sum 
below  which  the  share  capital  can  not  be  reduced. 

ART.  59.  If  the  company  has  several  different  business  premises  situated  in  different 
district?,  the  filing  of  documents  ordered  by  article  55  and  publication  prescribed  by 
article  56  shall  be  made  in  each  of  the  districts  where  such  different  premises  exist. 

In  cities  divided  into  several  districts  the  documents  shall  be  filed  only  in  the 
clerk's  office  of  the  justice  of  the  peace  of  the  principal  place  of  business. 

ART.  60.  The  extract  from  the  deeds  and  documents  so  filed  shall  be  signed  as 
regards  public  documents  by  the  notary,  and  as  regards  documents  under  private 
signature  by  the  general  partners,  by  the  managers  of  "commandite"  companies,  or 
by  the  directors  of  limited-liability  companies. 

ART.  61.  All  deeds  and  resolutions  having  for  object  a  change  in  the  by-laws,  the 
continuation  of  the  company  beyond  the  terms  fixed  for  its  duration,  its  dissolution 
before  this  term  and  the  method  of  liquidation,  any  change  or' withdrawal  of  partners 
or  any  change  in  the  name  of  the  company,  are  subject  to  the  formalities  and  penal- 
ties set  forth  in  articles  55  and  56. 

ART.  62.  Resolutions  voted  in  cases  provided  for  by  articles  19,  37,  46,  47,  and  49 
of  this  law  are  also  subject  to  the  provisions  of  articles  55  and  56.  Documents  set- 
ting forth  increase  or  reduction  of  share  capital  effected  in  accordance  with  article  48, 
or  the  retirement  of  shareholders  other  than  the  managers  or  directors,  which  take 
place  in  accordance  with  article  52,  are  not  subject  to  the  formalities  of  filing  and 
publication. 

ART.  63.  .In  case  of  a  "commandite"  share  company  or  a  limited-liability  company, 
anyone  has  the  right  to  inspect  the  documents  on  file  in  the  clerk's  office  of  the 
justice  of  the  peace  in  the  tribunal  of  commerce,  or  to  obtain  at  his  own  cost  a  copy 
thereof  or  extracts  therefrom,  certified  by  the  clerk  or  by  the  notary  who  is  the  cus- 
todian of  the  original. 

Any  person  may  also  require  that  a  certified  copy  of  the  by-laws  be  delivered  to 
him  at  the  office  of  the  company,  against  payment  of  a  sum  which  shall  not  exceed 
1  franc. 

Lastly,  the  documents  on  file  shall  be  posted  in  an  ostensible  manner  in  the  offices 
of  the  company. 

ART.  64.  In  all  instruments,  invoices,  advertisements,  publications,  and  other 
printed  or  autograph  documents  emanating  from  limited-liability  companies  or 
"commandite"  share  companies,  the  name  pi  the  company  shall  always  be  preceded 
or  immediately  followed  by  these  words,  written  legibly  in  full:  "Soci&e"  anonyme" 
or  "8oci6t4  en  commandite  par  actions,"  with  a  statement  of  the  amount  of  the 
share  capital. 

If  the  company  has  availed  itself  of  the  privilege  granted  by  article  48,  this  shall 
be  mentioned  by  the  addition  of  these  words:  "A  capital  variable." 

All  infringements  of  the  preceding  provisions  are  punished  by  a  fine  of  from  50  to 
1,000  francs. 

ART.  65.  The  provisions  of  articles  42,  43,  44,  and  45  of  the  code  of  commerce  are 
repealed. 


ARTICLES  OF  CODE  OF  COMMERCE  APPLICABLE. 

ART.  29.  The  "societe"  anonyme"  (limited -liability  company)  does  not  exist  under 
a  corporate  name.  It  shall  not  be  designated  bv  the  name  of  any  of  the  shareholders. 

ART.  30.  It  is  descril>ed  by  the  designation  of  the  object  of  its  undertaking. 

ART.  32.  The  directors  are  only  liable  for  the  execution  of  the  powers  and  duties 
confided  to  them.  They  do  not  contract,  by  reason  of  their  management,  any  per- 
sonal or  joint  and  several  obligation  in  regard  to  the  undertakings  of  the  company. 

ART.  33.  The  shareholders  are  only  liable  for  the  loss  of  the  amount  of  their 
interest  in  the  company. 

ART.  34.  The  capital  of  the  limited-liability  company  shall  be  divided  into  shares, 
or  even  into  coupons  of  shares  of  an  equal  value. 

ART.  36.  The  ownership  of  shares  may  be  stated  in  the  form  of  an  entry  upon  the 
registers  of  the  company.  In  such  case  the  conveyance  of  the  shares  is  made  by  a 
declaration  of  transfer  entered  upon  the  registers  and  signed  by  the  person  who 
makes  the  transfer,  or  his  attorney  in  fact. 
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LAW  RELATIVE  TO  THE  CREATION  OF  PROFESSIONAL  SYNDICATES.1 

March  21,  1884,  the  Senate  and  Chamber  of  Deputies  have  adopted; 
The  President  of  the  Republic  promulgates  the  law  which  follows: 

I.  The  law  of  the  14th-27th  of  June,  1791,  and  article  416  of  the  penal  code  are 
repealed. 

Articles  291,  292,  293,  294  of  the  penal  code  of  the  law  of  April  18,  1834,  are  not 
applicable  to  professional  syndicates. 

II.  Syndicates,  or  professional  associations,  even  of  more  than  20  persons,  following 
the  same  profession,  of  similar  business  establishments,  or  of  allied  professions,  com- 
peting in  the  production  of  special  products  may  be  established  freely  without  the 
authorization  of  the  Government. 

III.  Professional  syndicates  have  exclusively  for  their  object  the  study  and  the 
protection  of  economic,  industrial,  commercial,  and  agricultural  interests. 

IV.  The  founders  of  every  professional  syndicate  are  to  report  its  rules  and  the 
names  of  those  who,  under  whatever  title,  are  to  be  charged  with  its  administration 
or  direction. 

This  report  must  be  deposited  at  the  office  of  the  mayor  of  the  place  in  which  the 
syndicate  is  established,  and  in  Paris  with  the  prefect  of  the  Seine. 

A  new  report  must  be  deposited  whenever  a  change  is  made  in  the  direction  of 
the  syndicate  or  in  its  rules. 

A  copy  of  these  rules  is  to  be  given  by  the  mayor  or  by  the  prefect  of  the  Seine  to 
the  prosecuting  officer  (procureur)  of  the  Republic. 

The  members  of  every  professional  syndicate  who  are  charged  with  the  adminis- 
tration or  with  the  direction  of  the  syndicate  must  be  Frenchmen  in  the  enjoyment 
of  their  civil  rights. 

V.  Professional'syndicates  regularly  constituted  according  to  the  provisions  of  the 
present  law  may  freely  unite  for  the  study  and  protection  of  their  economic,  indus- 
trial, commercial,  and  agricultural  interests. 

These  unions  are  to  make  known,  in  conformity  with  the  second  paragraph  of 
Article  IV,  the  names  of  the  syndicates  of  which  they  are  composed. 
They  are  not  to  possess  any  real  estate  nor  to  have  standing  in  the  courts. 

VI.  "Professional  syndicates  of  employers  or  of  workmen  may  have  standing  in  the 
courts. 

They  may  make  use  of  funds  raised  by  fees  or  assessments. 

However,  they  may  not  acquire  real  estate  beyond  that  which  will  be  necessary 
for  their  meetings,  their  libraries,  and  courses  of  professional  instruction. 

They  may,  without  special  authorization  but  in  conformity  with  the  other  provi- 
sions of  the  law,  establish  among  their  members  special  funds  for  mutual  aid  and  for 
pensions. 

They  may  freely  establish  and  administer  employment  bureaus. 

They  may  be  consulted  upon  all  disputes,  and  all  questions  which  concern  their 
special  lines  of  work. 

In  cases  of  disagreement  the  opinions  of  the  syndicate  will  be  held  at  the  disposi- 
tion of  the  parties  concerned,  who  may  take  copies  of  them. 

VII.  Any  member  of  a  professional  syndicate  may  withdraw  at  any  time  from 
the  association,  notwithstanding  any  contrary  clause^  but  without  prejudice  of  the 
right  of  the  syndicate  to  claim  the  fee  or  assessment  of  the  current  year. 

Every  person  who  withdraws  from  the  syndicate  retains  the  rights  of  being  a  mem- 
ber of  the  societies  of  mutual  aid  and  of  old-age  pensions,  to  the  amount  to  which  he 
has  contributed  by  fees,  assessments,  or  payment  to  the  funds. 

VIII.  Whenever  property  shall  have  been  acquired  contrary  to  the  provisions  of 
Article  VI,  the  prosecuting  officer  (procureur)  of  the  Republic  or  those  interested  may 
demand  the  setting  aside  of  the  purchase  or  of  the  gift.     In  case  of  purchase  contrary 
to  the  provision,  the  real  estate  will  be  sold,  and  the  money  realized  will  be  deposited 
in  the  treasury  of  the  association.     In  case  of  gift  the  goods  will  be  returned  to  the 
givers  or  to  their  heirs  or  legal  successors. 

IX.  Violations  of  the  provisions  of  Articles  II,  III,  IV,  V,  VI  of  this  law  will  be 
prosecuted  against  the  directors  or  administrators  of  the  syndicates,  and  punished 
with  a  fine  of  from  16  to  200  francs.     The  courts  will,  besides,  at  the  request  of  the 
prosecuting  officer  of  the  Republic,  declare  the  dissolution  of  the  syndicate  and  the 
invalidity  of  the  purchase  of  real  estate  made  contrary  to  the  provisions  of  Article  VI. 

1  Owing  to  the  fact  that  the  professional  syndicates,  though  created  for  an  entirely  different  purpose, 
at  times  aid  in  securing  the  ends  of  industrial  combinations  of  the  modern  type,  a  translation  of  the 
law  establishing  them  is  inserted.  See  also  Part  I,  pp.  81  fl. 
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In  case  of  a  false  declaration  relative  to  the  rules  of.  the  syndicate  and  to  the  names 
and  positions  of  the  administrators  or  directors,  the  fine  mav  be  raired  to  500  francs. 

X.  This  law  is  applicable  to  Algiers.  It  is  likewise  applicable  to  the  colonies  of 
Martinique,  of  Guadeloupe,  and  of  Reunion.  However,  foreign  workmen  and  those 
hired  under  the  name  of  immigrants  can  not  be  admitted  to  the  syndicates. 

This  law,  discussed  and  adopted  by  the  Senate  and  by  the  Chamber  of  Deputies, 
will  be  executed  as  a  law  of  this  State. 

Done  at  Paris,  March  21,  1884. 

(Signed)  JULES  GREVY. 

The  Minister  of  the  Interior: 
WALDECK-ROUSSEAU. 


CHAPTER  VIII. 


ITALY.1 

A. — CAPITALIZATION  AND  METHOD  OF  PAYING  IN  CAPITA.,. 

Limited  liability  companies  are  those  in  which  the  joint  obligation  is  guaranteed 
only  within  a  stated  capital  and  the  liability  of  each  member  of  which  shall  not 
exceed  the  amount  of  his  subscription  or  share. 

The  capital  of  the  company  must  be  fully  subscribed  on  the  act  of  formation,  with 
power  to  increase  same  in  future  by  special  act  and  with  the  same  formalities 
observed  in  the  act  of  formation,  and  not  less  than  three-tenths  of  same  must  be  paid 
in  cash  on  the  formation  thereof,  same  to  be  deposited  in  the  Bank  of  Deposits  and 
Loans  or  in  one  of  the  issue  banks  (Bank  of  Italy,  Bank  of  Naples,  and  Bank  of 
Sicily). 

B. — MODE  OF  FORMATION  AND  RESPONSIBILITY  OF  PROMOTERS. 

The  company  shall  be  formed  by  public  act,  and  the  act  of  formation  or  the  statute 
shall  contain  all  indications  enumerated  in  section  89  of  commercial  code,  and  there 
shall  be  annexed  thereto  all  documents  containing  numbers'  subscriptions  for  the 
entire  capital,  as  well  as  vouchers  for  due  payment  of  the  first  three-tenths,  as  stated 
hereinabove.  By  and  under  the  responsibility  of  the  notary  having  received  them 
and  the  managers  or  promoters,  said  debts  shall  be  deposited  within  15  days  of  the 
date  thereof  in  the  office  of  the  clerk  of  the  civil  court  within  whose  jurisdiction  the 
chief  office  of  the  company  is  established. 

The  court  having  certified  that  the  conditions  regulating  the  legal  formation  of 
the  company  have  been  complied  with,  in  a  meeting  of  the  council  attended  by  the 
public  magistrate,  shall  issue  an  order  for  the  transcribing  of  the  deed  in  the  office 
of  the  court  where  a  special  register  is  kept,  and  the  public  notifying  of  same  in  the 
court  room,  in  the  town  hall,  and  in  the  offices  of  the  nearest  stock  exchange.  Sub- 
sequently thereto  publication  of  said  deeds  shall  be  made  in  substance  in  the  journal 
of  judicial  announcements  of  the  province  and  in  extenso  in  the  official  bulletin  of 
share  companies,  issued  weekly  by  the  board  of  trade,  agriculture,  and  industry. 
The  same  formalities  are  to  be  observed  in  all  statutory  changes. 

Promoters  and  all  such  as,  pending  the  legal  formation  of  the  company,  perform 
any  act  in  the  name  of  the  company  shall  be  held  jointly  and  unlimitedly  responsi- 
ble for  all  liabilities  incurred.  Promoters  of  companies  being  formed  shall  not 
reserve  for  themselves  any  profit  or  commission,  nor  allow  such  commission  for 
placing  of  shares;  all  they  shall  be  entitled  to  claim  is  one-tenth  share  of  the  profits 
during  one  third  of  the  duration  of  the  company,  same  not  to  exceed  5  years  at  the 
utmost. 

C. — LIABILITY  OF  SHAREHOLDERS. 

This  as  stated  is  limited  to  the  value  of  the  shares  subscribed  for,  notwithstanding 
transfer. 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

The  directors  have  no  personal  responsibility  for  acts  pertaining  to  the  administra- 
tion of  the  company,  their  responsibility  being  usually  determined  by  the  limits  of 
their  powers.  Same  shall  not  perform  any  operations  other  than  those  specially  men- 

i  Prepared  at  the  legation  of  the  United  States  in  Rome. 
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tioned  in  the  deed  of  formation,  and  in  the  case  of  transgression  they  are  responsible 
toward  third  parties  and  to  the  company.  As  security  during  their  term  of  manage- 
ment same  shall  make  a  deposit  of  shares  usually  in  the  hands  of  the  company,  with 
pledge  in  favor  of  latter,  entry  of  which  shall  be  made  in  the  share  book.  Same 
shall  give  notice  of  their  appointment  to  the  clerk  of  the  court  and  shall  keep  the 
company's  book,  commercial  and  otherwise. 

All  action  against  same  for  facts  concerning  their  responsibility  pertains,  as  a  rule, 
to  the  general  meeting,  such  right  being  exercised  through  the  medium  of  the  audi- 
tors even  on  a  charge  preferred  to  the  latter  by  members  under  the  forma  and  limita- 
tions prescribed  in  section  152,  v.  153  of  commercial  code.  In  all  cases  provided 
for  in  the  second  of  above  sections — that  is  to  say,  whenever  there  are  strong  grounds 
for  suspecting  irregularity  of  a  serious  nature — any  members,  provided  they  represent 
at  least  an  eighth  part  of  the  share  capital,  may  denounce  the  circumstances  to  the 
court  which  sliall  institute  an  official  inquiry. 

E. — RESTRICTIONS  UPON  DIRECTORS  DEALING  IN  STOCKS  AND  OTHERWISE. 

Directors  are  not  allowed  to  buy  shares  of  the  company,  on  account  of  the  latter, 
except  with  authority  of  the  general  meeting  and  with  moneys  taken  from  actual 
profits,  and  only  in  the  case  of  fully  paid-up  shares. 

F. — REGULATIONS  REGARDING  THE  PRICES  OF  PRODUCTS. 
There  are  none,  same  being  left  to  free  competition  for  settlement. 

G. — REGULATIONS  IN  REGARD  TO  PROFITS  AND  DIVIDENDS. 

No  dividends  shall  be  paid  to  members  except  in  the  case  of  profits  actually  realized 
in  accordance  with  duly  approved  balance  sheet.  Companies  are  not  allowed  to 
assign  any  interest  to  shares  either  in  their  deeds  of  formation  or  other  documents. 
Such  power  to  assign  interest  to  be  paid  from  the  capital  is  given  only  to  such  indus- 
trial companies  as  require  a  certain  time  to  carry  out  their  object,  and  for  a  term 
of  3  years  only,  the  rate  of  interest  not  to  exceed  5  per  cent.  In  such  cases  the  amount 
to  be  paid  for  interest  is  to  be  entered  as  a  preliminary  expense  to  be  accounted  for 
in  future  balance  sheets  where  a  real  dividend  is  shown.  Members  are  not  under  obli- 
gation to  refund  paid  dividends.  Five  per  cent  at  least  of  the  net  profits  shall  be  set 
aside  every  year  as  a  reserve  fund  until  it  shall  represent  a  fifth  of  the  company's 
capital.  Once  completed  any  sums  taken  from  such  fund  shall  be  restored  in  a  like 
manner. 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK  IN  OTHER  CORPORATIONS  OR  THE 
COMBINATION  OF  DIFFERENT  CORPORATIONS. 

There  is  no  special  enactment.  The  amalgamation  of  a  number  of  companies  is 
regulated  like  statutory  changes  in  general,  saving  special  provisions  of  sections  193, 
194,  and  195,  and  189  of  commercial  code. 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

Irrespectively  of  all  publications  mentioned  above,  the  yearly  balance  sheet  must 
be  deposited  in  the  office  of  the  clerk  of  the  court  and  publication  thereof  made  in 
the  official  bulletin  of  share  companies  and  in  the  list  of  judicial  notices,  and  in  the 
case  of  credit  companies,  the  monthly  statement  of  accounts  likewise. 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

Every  year  at  one  of  the  general  meetings  held  ordinarily  once  at  least  in  the  12 
months,  the  annual  balance  sheet  shall  be  submitted  to  the  shareholders  for  discus- 
sion. Same  shall  not  less  than  a  month  previously  have  been  duly  examined  by  the 
auditors,,  who,  in  a  special  report  to  be  presented,  shall  embody  such  remarks  and 
proposals  as  are  suggested  by  the  results  of  such  balance  sheet.  Members  have  full 
right  to  personally  examine  the  list  of  shareholders  as  well  as  the  minute  book  of 
meetings  and  deliberations  of  the  meetings.  The  duty  of  the  auditors  is  to  ascertain 
in  a  general  way  that  the  requirements  of  the  law  as  well  as  those  of  the  deed  of 
formation  and  statute  of  the  company  have  been  fully  complied  with  by  the  direct- 
ors, even  by  frequent  and  unexpected  inspections  of  cash  account,  examination  of 
books,  etc. 
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L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  AND  OVER- 
SIGHT OF  BUSINESS. 

This  query  has  been  answered  in  foregoing  paragraph  K. 

M. — METHODS  OF  TAXATION  OF  CORPORATIONS.1 
N. — SPECIAL  METHODS  OF  CONTROL  BY  THE  GOVERNMENT. 

Exceptions  made  for  publication  referred  to  above  there  are  none,  the  commercial 
code  of  1883  having  deprived  the  Government  authority  of  all  right  to  interfere  in  the 
concerns  of  trade  companies.  The  due  observance  of  the  foregoing  conditions  is 
guaranteed  by  a  system  of  penal  measures  contained  in  sections  246  to  250  of  commer- 
cial code.  It  is  to  be  noted,  however,  that  special  provisions  have  been  made  hi 
respect  to  cooperative  societies,  foreign  companies,  insurance  companies,  and  mutual 
insurance  jocieties. 

O. — SPECIAL  LAWS  REGARDING  MONOPOLIES. 

In  respect  to  monopolistic  companies  known  in  the  United  States  under  the  name 
of  "trusts,"  and  elsewhere  under  that  of  kartelle,  syndicates,  and  such  like,  no 
special  provision  has  been  made  by  Italian  legislature,  nor  has  any  need  for  such 
been  hitherto  felt.  Should  any  such  syndicates  be  in  existence  and  have  resort  to 
culpable  practices,  the  managers  thereof  might  eventually  become  amenable  under 
the  provisions  of  section  293  of  penal  code,  wherein  it  is  provided  that,  whosoever  by 
spreading  false  intelligence  or  by  other  fraudulent  means  shall  cause  in  the  public 
market  or  stock  exchange  a  rise  or  fall  in  the  prices  of  wages,  provisions,  goods,  or 
shares,  whether  negotiable  in  the  public  market  or  quoted  on  the  stock  exchange 
list,  is  punishable  with  confinement  for  a  term  of  3  to  30  months  and  a  fine  of  500  to 
3,000  lire. 

i  This  query  is  within  the  competency  of  the  minister  of  finance,  general  department  of  public 
domains  and  taxes,  and  the  information  was  not  Bent. 


CHAPTER  IX. 


SWITZERLAND.1 

Article  64  of  the  Federal  Constitution  gives  the  confederation  exclusive  power  over 
the  law  of  trade  and  commerce.  The  Swiss  law  of  corporations  is  found  in  the  Com- 
mercial Code  of  June  14,  1881, 2  passed  in  execution  of  this  clause.  All  references 
herein  are  to  the  articles  of  that  code. 

A. — CAPITALIZATION  AND  METHODS  OF  PAYING  IN  CAPITAL. 

The  company  can  not  be  organized  till  all  the  capital  is  subscribed.  The  com- 
pletion of  the  subscription,  and  the  payment  of  at  least  20  per  cent  on  each  share, 
must  be  verified  by  a  resolution  passed  in  view  of  proper  documentary  evidence  in  a 
general  meeting  of  the  shareholders,  unless  the  fulfillment  of  these  conditions  is 
mentioned  in  the  articles  of  association  and  the  articles  are  signed  by  every  share- 
holder. (Article  618.)  The  facts  that  the  capital  is  all  subscribed  and  at  least  20  per 
cent  has  been  paid  in  by  each  shareholder  must  be  certified  in  the  application  for 
registration  in  the  commercial  register  of  the  district.  (Article  622.] 

When  a  payment  on  account  of  capital  is  made  otherwise  than  in  cash,  or  when 
plants  or  other  property  are  to  be  taken  over  by  the  projected  company,  the  articles 
of  association  must  show  the  exact  price  at  which  sucn  property  is  taken,  and,  if 
shares  are  given  in  payment,  the  number  of  shares  so  given.  Every  particular 
advantage  in  favor  of  a  shareholder  or  any  other  person  who  had  to  do  with 
the  founding  of  the  company  must  be  set  forth  in  like  manner  in  the  articles  of 
association. 

Such  transactions  provided  for  in  the  articles  of  association  must  be  approved  by 
a  majority  vote  in  a  general  meeting  called  after  the  subscription  of  the  capital.  In 
such  meeting,  each  subscriber  present  or  duly  represented  has  one  vote  and  only 
one.  The  majority  must  comprise  at  least  one-fourth  of  the  shareholders,  and  must 
represent  at  least  one-fourth  of  the  shares.  The  shareholder  whose  subscription 
or  particular  advantage  is  in  question  can  not  vote.  The  vote  must  be  recorded  in 
a  document,  either  legally  verified  or  signed  by  all  the  affirmative  voters.  (Article 
619. )  Such  document  must  be  annexed  to  tne  application  for  record  in  the  com- 
mercial register  of  the  district.  (Article  622. ) 

Shares  may  be  issued  "  to  bearer"  or  registered  in  the  name  of  the  owner.  (Article 
614.) 

So  long  as  shares  are  not  fully  paid,  every  certificate  must  show  the  amount  actually 
paid;  and  every  public  document  of  the  company,  prospectus,  circular,  report,  etc., 
in  which  the  capital  is  referred  to,  must  state  clearly  what  proportion  is  actually  paid 
in.  (Article  638.) 

The  company  may  regulate,  through  its  articles  of  association,  the  voting  power 
which  holders  of  different  numbers  of  shares  shall  have  in  general  meetings,  but  no 
shareholder  may  in  any  case  cast  more  votes  than  one-fifth  of  the  whole  number  of 
shares  represented  at  the  meeting.  (Article  640. ) 

B.— rMETHODS    OF   PROMOTING    AND    LIABILITY    OF    PROMOTERS. 

Every  person  concerned  in  the  organization  of  a  company  is  liable  for  damages  to 
the  company  and  to  each  shareholder  and  creditor  of  the  company — 

(1)  If  he  "has  knowingly  made  or  circulated  false  statements  in"  any  prospectus  or 
circular. 

1  Digest  by  <  'harles  E.  Edeerton. 

sfiundesgesetz  iiber  das  Obligationenrecht;  Code  federal  des  obligations. 
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(2)  If  he  has  knowingly  helped  to  suppress  or  conceal,  in  the  articles  of  associa- 
tion, any  purchase  or  acceptance  of  property,  or  any  advantage  to  any  shareholder 
or  other  person,  contrary  to  the  first  paragraph  of  article  619.     (See  above.) 

(3)  If  he  has  knowingly  helped  to  secure  the  recording  of  the  company  in  the 
commercial  register  on  the  basis  of  any  document  which  contains  false  statements. 
(Article  671.) 

Persons  concerned  in  the  issue  of  new  shares  or  obligations  of  an  existing  company 
are  liable  for  damages  in  like  manner  if  they  make  or  circulate  false  statements  in 
any  prospectus  or  circular.  (Article  672.) 

C. — LIABILITY  OF  STOCKHOLDERS. 

Shareholders  are  not  liable  beyond  the  amount  of  their  shares.     (Article  633. ) 

On  any  call  or  installment  which  is  not  paid  when  due,  interest  is  chargeable. 
Moreover,  the  articles  of  association  may  provide  penalties  for  such  delay,  even  to 
the  forfeiture  of  all  the  shareholder's  rights,  and  of  any  partial  payments  which  he 
may  have  made.  (Article  634. ) 

A  shareholder's  rights  can  not,  however,  be  declared  forfeited  unless  the  call  has 
been  published  at  least  three  times  in  the  public  prints  designated  for  the  purpose, 
the  last  time  at  least  four  weeks  before  the  end  of  the  period  allowed  for  payment. 
If  the  shares  are  issued  to  order,  and  transferable  only  on  the  books  of  the  company, 
the  call  must  be  sent  three  times  to  each  shareholder  by  registered  letter.  In  that 
case  publication  is  not  necessary.  (Article  635. ) 

For  shares  running  to  bearer  no  certificate  of  any  kind  can  be  issued  till  50  per 
cent  has  been  paid  in.  Till  that  time  the  original  subscriber  for  such  shares  con- 
tinues liable  for  his  subscription,  even  though  he  has  transferred  his  shares;  and  he 
continues  liable  after  the  50  per  cent  is  paid  in,  unless  the  articles  of  association  pro- 
vide otherwise.  (Article  636. ) 

In  the  case  of  shares  registered  in  the  name  of  the  owner  the  shareholder  is  not 
released  from  his  obligation  by  transferring  his  shares  till  the  company  has  accepted 
the  transferee  in  his  place  and  has  released  him ;  and  even  then  the  original  sub- 
scriber is  bound  contingently  for  the  whole  amount  of  his  subscription  if  the  com- 
pany goes  into  bankruptcy  within  a  year  after  his  release.  (Article  637.) 

D. — DUTIES  AND  RESPONSIBILITIES  OF  DIRECTORS. 

No  body  answering  exactly  to  the  board  of  directors  is  known  to  Swiss  law.  The 
commercial  code  says:  "The  necessary  organs  of  a  joint-stock  company  are: 

"(1)  The  general  meeting  (Generalversarnrnlung;  assemble  g6ne>ale)  of  the 
shareholders. 

"(2)  An  administration  (eine  Verwaltung;  une  administration). 

"(3)   Auditors  (eine  Kontrolstelle;  des  controleurs)." 

The  auditors,  one  or  more,  are  chosen  by  the  general  meeting;  at  first  for  not  more 
than  a  year,  afterwards  for  not  more  than  5  years.  They  are  not  necessarily  mem- 
bers of  the  company.  Their  office  is  to  report  to  the  general  meeting  on  the  balance 
sheet  and  the  accounts  of  the  administration.  They  have  the  right  to  examine  all 
books  and  vouchers  and  to  verify  the  cash.  (Articles  659-663.) 

In  case  of  need  they  may  summon  a  general  meeting.     (Article  644. ) 

The  decisions  of  the  annual  general  meeting  as  to  dividends,  the  balance  sheet, 
and  the  conduct  of  the  business  are  void  in  the  absence  of  a  report  from  the  auditors. 
(Article  644.) 

The  administration  may  consist  of  1  man  or  more.  The  members  of  it  must  be 
shareholders.  The  articles  of  association  may  provide  that  the  actual  conduct  of 
business  shall  be  confided  by  the  administration  to  one  or  more  of  its  members,  or 
to  one  or  more  other  persons,  not  necessarily  members  of  the  company.  (Articles 
649,  650.) 

Unless  the  articles  of  association  provide  otherwise  the  company  can  not  be  bound 
except  by  the  act  or  the  signature  of  all  the  members  of  the  administration.  (Arti- 
cles 651,  652.) 

The  members  of  the  administration  and  the  auditors  are  jointly  and  severally  lia- 
ble to  the  company  for  any  damage  arising  from  their  violation  or  neglect  of  their 
duties,  and  to  shareholders  and  creditors  of  the  company  for  any  damage  arising 
from  intentional  violation  of  them.  (Articles  673,  674. ) 

E. — RESTRICTIONS  UPON  DIRECTORS  DEALING  IN  STOCKS,  AND  OTHERWISE. 
No  provisions  on  this  subject. 
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F. — REGULATIONS  REGARDING  THE  PRICES  OF  PRODUCTS. 
No  provision  on  this  subject 

G. — RBGULATIONS  REGARDING  PROFITS  AND  DIVIDENDS. 

Dividends  are  declared  by  the  annual  general  meeting.  (Article  644.)  They  may 
be  declared  only  out  of  net  profits  which  appear  on  the  balance  sheet  for  the  year. 
(Article  630.) 

H. — REGULATIONS  REGARDING  OWNERSHIP  OF  STOCK  IN  OTHER  CORPORATIONS,  OR  THE 
COMBINATION  OF  DIFFERENT  CORPORATIONS. 

The  code  does  not  mention  ownership  of  stock  in  other  corporations.  A  corpora- 
tion may  unite  with  another,  if  the  articles  of  association  do  not  make  different  pro- 
visions, only  by  vote  in  a  general  meeting  at  which  at  least  two-thirds  of  all  the 
shares  are  represented.  But  if  two-thirds  of  the  shares  are  not  represented  at  the 
first  meeting,  another  may  be  called  to  meet  after  not  less  than  30  days,  and  in  such 
meeting  a  valid  vote  for  such  union  may  be  taken,  though  only  one-third  of  the 
shares  are  represented.  ( Article  627. ) 

I. — REPORTS  TO  BE  MADE  TO  THE  GOVERNMENT. 

The  articles  of  association  must  be  recorded  in  the  commercial  register  of  the  dis- 
trict, and  an  abstract  of  them  must  be  published.  The  abstract  must  contain: 

(1)  The  date  of  the  articles. 

(2)  The  name  and  place  of  business  of  the  company. 

!3)  The  object  and  duration  of  the  enterprise. 
4)  The  amount  of  the  capital  and  the  amount  of  each  share. 
5 )  The  nature  of  the  shares,  whether  they  are  issued  to  bearer  or  in  the  names  of 
the  holders. 

(6)  The  form  to  be  followed  in  the  publications  of  the  company.     (Article  621. ) 
To  the  application  for  registration  the  following  must  be  appended: 

1 )  The  certificate  that  the  whole  capital  is  subscribed. 

2)  The  certificate  that  at  least  20  per  cent  of  each  subscription  is  actually  paid  in. 

3)  Evidence  that  the  administration  and  the  auditors  have  been  chosen. 

4)  If  required  by  the  circumstances,  documents  showing  in  due  form  the  votes 
taken  bv  the  general  meeting,  in  accordance  with  articles  618  and  619.    (See  A,  above.) 
(Article  622.) 

The  company  acquires  legal  existence  only  bv  registration.  Shares  issued  before 
reiristration  are  void.  Persons  pretending  to  trade  in  the  name  of  the  coinpanv  before 
registration  are  liable,  jointly  and  severally,  for  the  obligations  so  contracted.  If,  how- 
ever, such  transactions  have  been  expressly  made  in  the  name  of  the  company  to  be 
formed,  and  if  they  do  not  come  within  the  terms  of  article  619,  the  company  mav 
adopt  them  within  3  months  after  registration;  and  in  that  case  onlv  the  companv  is 
liable.  ( Article  623. ) 

The  following  must  also  be  recorded  in  the  commercial  register  and  published: 

Votes  of  the  general  meeting  for  continuing  the  company,  for  reducing  or  increas- 
ing its  capital,  or  for  making  anv  other  change  in  the  articles  of  association.  (Arti- 
cle 626.) 

Votes  of  a  general  meeting  for  extending  the  business  of  the  companv  by  taking 
up  allied  branches,  or  for  restricting  its  business,  or  for  combining  with  "another 
company.)  ( Article  627. ) 

Signatures  by  which  the  company  will  be  bound,  with  the  authorizations,  and  any 
revocations  or  changes  of  the  same.  (Article  653.) 

K. — REPORTS  TO  BE  MADE  TO  THE  STOCKHOLDERS. 

At  least  8  days  before  the  general  meeting  the  balance  sheet  of  the  company,  with 
the  report  of  the  auditors,  must  l>e  offered  for  the  inspection  of  shareholders.  If 
shares  to  bearer  have  been  issued,  the  fact  that  the  balance  sheet  and  report  are 
ready  nmst  be  advertised  in  the  public  prints  appointed  for  the  purpose.  To  persons 
who  appear  of  record  as  holders  of  registered  shares  notices  must  be  personally  deliv- 
ered or  sent  by  registered  letter.  (Article  641.) 

The  balance  sheet  must  l>e  so  arranged  as  to  give  the  clearest  and  readiest  possible 
view  of  the  actual  condition  of  the  company.  In  particular,  the  following  principles 
must  be  observed: 

(1)  All  expenses  of  establishment,  organization,  and    administration  must  be 
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included  in  the  account  of  outlay  for  the  year,  except  that  expenses  of  organization, 
which  are  provided  for  in  the  articles  of  association  or  in  resolutions  of  a  general 
meeting,  may  be  spread  over  not  more  than  5  years. 

(2)  Land,  "buildings,  and  machines  are  to  be  entered  at  not  more  than  cost,  with  a 
suitable  allowance  for  depreciation. 

(3)  Securities  which  have  a  market  price  must  not  be  valued  above  their  average 
price  in  the  month  before  the  balance. 

(4)  Goods  are  not  to  be  valued  either  above  their  cost  or  above  their  market 
value. 

(5)  The  whole  amount  of  doubtful  assets  must  be  shown,  with  the  corresponding 
deductions. 

(6)  The  capital  and  reserve  funds  and  renewal  funds  are  to  be  entered  under 
liabilities. 

(7)  Obligations  of  the  company  must  be  entered  at  the  full  amount  at  which  they 
will  have  to  be  paid.     But  the  amount  of  any  discount  at  which  they  may  have  been 
sold  may  appear  among  the  assets,  provided  it  is  diminished  each  year  by  an  amount 
which,  repeated  annually,  will  extinguish  it  at  the  maturity  of  the  obligation.    (Arti- 
cle 656.) 

L. — PRIVILEGES  OF  STOCKHOLDERS  REGARDING  EXAMINATION  OF  BOOKS  AND  OVER- 
SIGHT OF  BUSINESS. 

Stockholders  have  no  right  to  examine  the  books  or  correspondence  of  the  com- 
pany except  by  authorization  from  the  administration  or  from  a  general  meeting, 
or  by  a  judicial  order,  and  then  the  privacy  of  the  company's  affairs  must  be  main- 
tained as  far  as  possible.  (Article  641.) 

Material  was  not  available  for  answers  to  M,  N,  and  O. 


CHAPTER  X. 
RUSSIA.1 

PROVISIONS  OF  CIVIL  CODE  RELATIVE  TO  ASSOCIATIONS.* 
PART  I. — GENERAL  CONDITIONS. 

SECTION  2126.  Associations  are  composed  of  persons  consolidating  into  one  body 
and  operating  under  one  general  name. 

SEC-.  2127.  The  object  of  an  association  may  be  for  the  exploitation  of  all  kinds  of 
profitable  enterprises,  whether  commercial,  insurance,  transportation,  and  in  general 
any  kind  of  industry  which  is  not  injurious  to  the  welfare  of  the  public  in  general. 

SEC.  2128.  The  forms  of  associations  are:  (1)  Full  associations  (liability  companies), 
(2)  associations  on  trust  capital  (firms  with  silent  or  dormant  partners),  and  (3) 
;i--ociations  in  shares  or  stock  companies. 

SEC.  2129.  A  full  association  is  composed  of  two  or  more  partners  uniting  together 
to  act  in  the  general  name  of  all. 

SEC.  2130.  Associations  or  partner  firms  are  formed  of  one  or  many  partners,  with 
the  concord  of  one  or  several  dormant  partners,  who  intrust  to  the  former  a  fixed 
capital. 

SEC.  2131.  Associations  in  shares  or  stock  companies  are  composed  of  many  persons 
who  conjointly  form  a  fixed  capital,  this  capital  to  be  paid  up  by  the  partners  them- 
selves. Associations  of  this  kind  are  organized  according  to  the  regulations  estab- 
lished by  the  Government  and  must  receive  imperial  sanction. 

SEC.  2132.  Inasmuch  as  all  associations  and  companies  are  formed  by  means  of 
agreements,  it  is  necessary  to  add  to  the  statutes  all  the  general  provisions  which 
relate  to  the  creation,  execution,  exploitation,  and  liquidation  of  the  agreement 
determined  in  the  first  part  of  the  present  statutes.  The  conditions,  rules,  and  reso- 
lutions of  the  association  are  guarded  by  the  laws,  if  they  are  not  contrary  to  the 
laws  and  are  not  detrimental  to  general  welfare. 

Remark. — The  rules  for  the  organization  of  associations  for  gold-mine  enterprises 
are  contained  in  the  mining  laws. 

SEC.  2133.  The  mutual  obligation  of  the  partners,  their  obligations  toward  other 
parties,  under  the  general  name  of  the  association  agreed  upon,  as  well  as  whether 
the  company  is  formed  for  a  fixed  period  or  whether  the  term  is  not  fixed,  depends 
upon  their  mutual  agreement. 

( 1 )  The  partnership  is  understood  to  be  in  equal  parts  as  regards  the  profits  or 
losses,  unless  the  participants  are  attributed  larger  or  smaller  part"  in  the  association. 

(2)  According  tu  the  sense  of  the  commercial  code,  the  death  of  a  partner  who  has 
in  it  appointed  to  himself  a  successor  necessitates  the  liquidation  of  the  commercial 
linn,  and  the  remaining  living  partners  are  not  allowed  to  enter  into  any  new  specu- 
lations, hut  are  authorized  only  to  effect  and  to  receive  the  necessary  payments,  and 
thus  it  is  observed  that  they  are  not  allowed  to  contract  any  new  debts. 

SEC  .  "2\',U.  In  full  associations  all  the  partners  are  held  responsible  for  all  the  debts 
in  general  a*  an  association  and  individually,  and  are  answerable  with  all  their 
property  therefor. 

(1 )  The  nature  of  the  participation  of  partners  in  the  affairs  of  the  association  and 
the  degree  of  responsibuitv  of  the  debts  of  the  association  which  derive  therefrom 
depends  not  only  on  the  degree  of  partnership  established  in  the  agreement  <>f  the 

1  Prepared  by  the  embassy  of  the  United  States  in  St.  Petersburg.  Instead  of  answering  the  ques- 
tions submitted,  a  translation  of  the  main  provisions,  concerning  corporations,  of  the  civil  code  and 
of  the  commercial  laws  has  been  given.  From  this  the  desired  information  can  be  obtained. 

*  Civil  code,  Chapter  VI. 
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association  (whether  it  is  a  full  company  or  a  firm  with  dormant  partners),  but  upon 
the  rights  they  have  received  according  to  the  agreement  of  the  association.  Accord- 
ingly a  partner  in  a  commercial  enterprise,  who  according  to  the  agreement  of  the 
association  has  received  the  right  to  manage  the  affairs  of  the  enterprise,  is  recog- 
nized in  this  capacity,  although  his  name  is  not  mentioned  among  the  number  of 
partners  under  whose  name  the  firm  is  established. 

(2)  In  the  proceedings  following  the  bankruptcy  of  a  firm  with  dormant  partners 
the  court  has  the  right,  at  the  request  of  the  creditors,  to  recognize  the  persons  stip- 
ulated in  the  foundation  agreement  as  dormant  partners  of  full  associations  as  being 
responsible  for  the  debts  of  the  association. 

SEC.  2135.  In  firms  with  dormant  partners  the  latter  can  not  in  any  manner  bind 
themselves  in  the  name  of  the  firm,  and  should  the  firm  come  to  fail  they  are  respon- 
sible only  for  the  amount  of  capital  they  have  placed  in  the  enterprise. 

The  principal  distinction  between  a  partner  of  a  full  association  and  the  dormant 
partner  of  a  firm  consists  in  that  in  the  first  instance  the  partners  stipulate  in  the 
agreement  to  act  as  one  in  a  special  enterprise,  and  consequently  all  are  considered  as 
proprietors  of  the  enterprise,  while  the  second  are  the  partners  wrho  have  trusted 
their  capital,  remaining  outside  the  management  of  the  affair.  In  proportion  to  the 
distinction  in  the  character  of  these  associations  are  based  the  differences  and  respon- 
sibility of  the  dormant  partners  in  the  enterprise.  In  view  of  the  difference  which 
exists  between  partners  and  dormant  partners,  the  law  has  the  right  in  each  case  in 
which  a  dispute  may  arise  to  decide  the  question  as  to  whether  in  the  instance  dis- 
puted the  person  is  simply  a  dormant  partner  or  a  partner  in  the  firm,  and  in  this 
case  the  court  not  only  considers  the  fact  that  the  name  of  the  person  is  inserted  in 
the  agreement,  but  the  character  of  the  part  he  has  taken  in  the  enterprise  as  far  as 
his  action  may  be  foreseen  in  the  agreement  and  according  to  the  spirit  of  the  law.  A 
dormant  partner  has  not  the  right  personally  to  take  an  active  part  in  the  direction 
of  the  affairs  of  the  association;  therefore,  contrary  to  this  condition,  the  provisions  of 
the  agreement  may  serve  as  a  basis  for  the  court  to  recognize  person  who  is  called  a 
dormant  partner  in  the  agreement  one  of  the  partners  of  the  firm. 

SEC.  2136.  In  the  case  of  the  bankruptcy  of  one  of  the  partners  of  the  firm,  of  the 
dormant  partners,  or  anyone  participating  in  the  firm,  his  interest  in  the  business  is 
turned  over  to  be  administered  for  the  benefit  of  his  creditors.  If  his  interests,  in 
view  of  their  nature,  can  not  be  divided,  they  must  be  sold  for  the  benefit  of  his 
creditors. 

SEC.  2137.  From  the  rules  expressed  in  the  foregoing  paragraph  are  excepted 
bankrupt  partners  and  participants  in  mining  exploitations.  Works  of  this  kind 
are  sold  by  auction  to  satisfy  the  creditors  in  those  cases  only  when  said  works  are 
on  the  eve  of  failure.  If  the  works,  however,  are  prosperous  and  in  full  operation, 
the  part  owned  by  the  said  person  who  has  failed  is  turned  over  to  be  administered 
for  the  benefit  of  his  creditors,  and  the  profits  due  on  such  interest  or  said  part  belong- 
ing to  the  debtor,  excluding  therefrom  the  amount  necessary  for  the  operation  of  the 
enterprise,  are  employed  in  paying  the  debts  of  said  partner  until  they  are  entirely  paid 
off.  But  in  all  cases  only  those  of  the  partners  who  entered  the  association  before  the 
first  proprietor  fell  in  debt  are  held  responsible,  an  investigation  being  made  for  thia 
purpose. 

SEC.  2138.  All  disputes  of  stock  companies,  without  exception,  are  examined  and 
decided  according  to  the  statutes  of  procedure  of  civil  law.  Disputes  between 
shareholders  of  different  denominations,  without  exception,  and  all  affairs  of  com- 
panies and  firms  in  the  by-laws  of  which  it  is  determined  that  the  affairs  in  dispute 
belong  legally  to  arbitration  courts,  as  well  as  all  disputes  between  the  shareholders 
and  the  directors,  and,  lastly,  disputes  between  the  partners  and  private  individuals, 
are  decided  either  at  the  general  assembly  of  each  company  or  firm  or  by  arbitra- 
tion based  upon  paragraphs  1367  to  1400  of  the  procedure  of  the  civil  code,  or,  lastly, 
according  to  the  general  provisions  indicated  in  the  present  statutes. 

Remark  1. — Newly  organized  companies  or  firms  are  not  allowed  to  include  the 
arbitration  section  in  their  by-laws. 

Remark  2. — In  districts  where  the  procedure  of  the  civil  code  has  not  yet  been 
introduced  disputes  which  may  arise  in  the  affairs  of  associations  which  would  belong 
to  these  courts  are  solved  according  to  the  rules  provided  for  in  the  statutes  of  the 
civil  procedure. 

All  disputes  between  shareholders,  on  the  one  hand,  and  between  the  adminis- 
tration and  the  company,  on  the  other  hand,  which  arise  from  the  relations  among 
the  partners,  and  which  are  foreseen  by  the  laws  relative  to  associations  or  in  the 
statutes  of  companies,  must  be  decided  according  to  the  civil  code.  All  demands  of 
shareholders  that  the  books,  journals,  and  other  documents  of  the  company  be 
shown  to  them  are  decided  according  to  the  regularly  established  rules. 
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PART  II. — RELATIVE  TO  SHAREHOLDING  COMPANIES. 
A  Method  of  Formation. 

SEC.  2139.  Stock  companies  are  formed  by  uniting  a  stipulated  amount  of  money 
deposits,  divided  into  shares  of  equal  denominations,  into  one  general  joint  capital, 
which  is  limited,  as  well  as  the  responsibility  of  each  of  the  members  of  the  company. 

Remark  1. — French  stock  (anonymous)  companies,  as  well  as  other  trading,  indus- 
trial, and  financial  partner  firms  established  in  France,  and  called  associations  with 
limited  responsibilities,  may  enjoy  all  their  rights  in  Russia,  as  well  as  the  right  to 
appeal  to  the  Russian  courts  of  justice,  upon  observing  the  Russian  laws.  Stock 
(anonymous)  companies  and  other  associations  for  trade,  industry,  or  finance,  estab- 
lished in  Belgium  with  the  sanction  of  the  Belgian  Government,  may  enjoy  in 
Russia  all  their  privileges,  including  that  of  the  protection  of  the  Russian  courts  of 
justice,  according  to  the  laws  of  Russia,  if  such  like  companies  and  associations,  also 
legalized  within  the  Russian  Empire,  shall  enjoy  the  same  privilege  in  Belgium. 
The  minister  of  foreign  affairs  is  authorized  to  conclude,  with  the  consent  of  the  min- 
ister of  finance,  similar  conditions  with  other  foreign  powers  without  having  to  ask 
special  permission  of  the  council  of  state  for  each  special  case. 

Remark  2. — For  navigation  on  the  Caspian  Sea  all  new  companies  must  consist 
exclusively  of  Russian  shareholders.  In  order  to  insure  the  execution  of  this  law  all 
the  shares  are  issued  to  the  names  of  the  shareholders.  Since  November  24, 1869,  no 
shares  of  any  existing  navigation  company  in  the  Caspian  Sea  are  allowed  to  become 
the  property  of  foreigners. 

(1)  The  partners  of  a  company  form  conjointly  one  judicial  body,  and  the  act 
which  unites  them,  the  statutes  of  the  company  in  conformity  with  which  they  are 
to  work,  must  receive  imperial  sanction. 

(2)  In  Russia,  those  companies  and  associations  only  have  the  right  to  appeal  to 
the  justices  of  the  peace,  as  claimants,  which  belong  to  foreign  powers  with  whom 
Russia  has  concluded  conventions  on  the  subject,  based  upon  mutual  agreements. 
The  transportation  and  insurance  company  of  Basel,  in  Switzerland,  can  not  enjoy  the 
rights  and  protection  in  the  courts  of  Russia,  as  claimants,  because  there  exists  no 
convention  between  Switzerland  and  Russia  relating  to  the  privileges  of  legal  organi- 
zations in  one  or  the  other  country  of  stock  companies  or  other  associations. 

(3)  It  must  be  decided  from  the  very  formation  when  the  company  is  organized 
in  Russia,  and  jrood  proof  must  be  advanced  to  show  whether  or  not  the  stock  com- 
pany was  originally  founded  in  a  country  with  which  Russia  has  concluded  a 
convention. 

(Explanation  is  given  in  section  2154. ) 

SEC.  2140.  Stock  companies  may  be  established  for  the  exploitation  of  all  kinds  of 
articles,  schemes  of  art,  industry,  navigation,  trade,  and  in  general  when  these  arti- 
cles are  not  the  exclusive  right  of  others.  But  no  stock  company  has  the  right  to 
organize  itself  without  the  consent  of  the  Government. 

It  is  seen  that,  as  stated  in  section  2140  and  sections  2153  and  2196,  under  the 
denomination  of  the  "  Government,"  mentioned  in  the  two  foregoing  paragraphs,  as 
the  deciding  authorities,  is  understood  the  superior  legal  authorities. 

SEC.  2141.  The  organization  of  stock  companies  is  decided  at  the  option  of  the  Gov- 
ernment in  one  of  the  three  following  manners:  (1)  Either  a  simple  permission  is 
granted  for  the  company  to  be  formed,  without  the  introduction  of  any  exception 
from  the  gem-nil  rules;  (2)  together  with  the  ordinary  rules  some  small  advantages 
are  granted  in  the  form  of  temporary  exceptions  to  the  general  rules,  such  as  privi- 
leges in  the  payment  of  contributions,  taxes,  etc.,  or  (3)  a  privilege  is  granted  to  the 
company,  namely,  the  exclusive  right  to  exploit  some  patented  article  during  a  cer- 
.tain  number  of  years. 

Si:r.  2142.  The  permission  to  organize  a  company  with  whatever  object  it  may  have 
in  view  does  not  include  in  itself  the  guaranty  of  the  enterprise  by  the  Government. 

SEC.  2143.  In  general  all  companies,  according  to  the  object  of  their  enterprise  and 
their  manner  of  execution,  are  divided  into  two  general  classes:  (1)  Companies,  the 
enterprise  of  which  requires  special  science  and  art,  technical  knowledge  and  expense 
in  the  preliminary  construction  of  the  works,  machinery,  etc.,  such  as  companies  for 
the  construction  of  railways,  interior  water  communications,  waterworks,  etc.,  and 
(2)  companies  for  the  exploitation  of  enterprises  or  inventions  where  these  special 
conditions  are  unnecessary  or  where  the  income  will  commence  immediately  upon  the 
formation  of  the  capital,  without  the  construction  of  special  buildings  or  works,  and 
without  special  risk  in  the  organization  of  the  company,  such  as,  for  instance,  insur- 
ance and  such  like  institutions. 

SEC.  2144.  The  permission  to  appropriate  exclusively  some  privilege  may,  upon  the 
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examination  by  the  Government,  be  granted  to  a  company  of  the  first  order,  while  to 
a  company  of  the  second  order  either  a  simple  permission  is  given  or  some  other 
stipulated  privilege  is  granted. 

SEC.  2145.  When  a  company  desires  to  have  the  exclusive  privilege  of  exploiting  a 
new  invention  made  in  Russia  or  imported  from  abroad  the  request  for  permission  to 
establish  such  a  company  must  be  made  before  the  petition  is  filed  for  the  patent  of 
said  invention,  in  the  order  established  in  the  statutes  relating  to  the  industries.1 
The  operation  of  this  kind  of  privilege  is  granted  by  the  Government  to  a  company 
when  the  privilege  is  accorded  by  decree.  The  receiver  of  such  patent  on  a  new 
invention,  if  he  desires  to  exploit  it  by  means  of  a  company  already  established  or  to 
be  organized  purposely  for  it,  must  first  abandon  to  it  his  patent  rights  and  remain 
a  foundator  of  the  company  or  a  simple  shareholder. 

SEC.  2146.  Companies  are  formed  according  to  the  nature  of  their  enterprise  either 
for  an  unlimited  number  of  years  or  for  a  fixed  period,  which  must  be  stipulated  in 
the  company's  statutes;  but  special  privileges  and  exclusive  rights  oblige  companies 
to  be  formed  for  fixed  periods,  the  term  of  which  depends  upon  the  kind  of  enter- 
prise, according  to  the  importance  of  outlays  to  be  made  and  the  more  or  less  risk  of 
the  enterprise,  etc.  It  is  of  course  understood  (1)  that  if  the  object  of  the  company 
is  the  exploitation  of  some  new  invention,  then  the  term  for  which  the  patent  is 
granted  governs  the  number  of  years  for  which  the  company  is  formed;  (2)  that  the 
company  is  not  prohibited  from  continuing  its  exploitation  after  the  patent  right  has 
expired,  only  in  this  case  the  company  has  no  longer  the  exclusive  right  to  such 
patent,  and  (3)  that,  if  by  the  general  statutes  of  the  company  its  existence  is  limited 
to  a  fixed  term,  upon  its  expiration  the  shareholders  are  allowed  to  request  the  per- 
mission of  the  Government  to  grant  that  the  company  may  continue  its  enterprise 
for  a  limited  or  unlimited  number  of  years. 

SEC.  2147.  If  a  company  has  been  granted  some  exclusive  right  for  a  limited  num- 
ber of  years,  at  the  expiration  of  this  term  the  privilege  can  not  be  renewed  or 
extended. 

SEC.  2148.  Every  company  must  be  organized  under  a  stipulated  name,  chosen 
from  the  object  to  be  exploited  or  the  nature  of  the  enterprise. 

SEC.  2149.  Stock  companies  or  associations  in  shares  organized  for  commercial  or 
industrial  purposes  must  secure  each  year  the  necessary  commercial  documents. 

SEC.  2150.  If  the  article  which  the  company  is  to  exploit  should  be  injurious  to 
neighboring  enterprises  or  the  inhabitants,  then  the  companies  of  this  kind  are 
allowed  to  be  established  upon  the  limited  and  precautious  requirements  of  the  law 
or  such  laws  as  may  be  enforced  later  relating  to  the  existence  and  construction  of 
private  works  in  cities. 

SEC.  2151.  Companies  whose  object  of  pursuit  is  not  salable  or  is  against  the  law 
of  morality  or  good  faith  in  commerce,  or  which  is  connected  with  detriment  to  the 
Government,  are  not  allowed  to  be  organized. 

SEC.  2152.  Companies  which  have  received  special  privileges  have  not  the  right 
to  unite  in  partnership  with  another  stock  company  or  to  cede  to  it  its  privileges 
without  a  special  permission  from  the  Government. 

SEC.  2153.  A  company  whose  statutes  have  been  confirmed  by  the  Government  is 
not  allowed  to  extend  its  operation  outside  the  limits  of  its  statutes  or  to  make  any 
changes  in  the  statutes  without  again  presenting  them  to  the  Government  for  con- 
firmation, with  the  exception,  however,  of  those  statutes  which  relate  to  details  of 
the  expedition  of  business  which  may  be  changed  as  experience  may  show  necessary; 
and  the  by-laws  may  be  changed  by  the  board  of  directors  of  the  company  or  at  a 
general  assembly  of  shareholders. 

SEC.  2154.  If  at  the  terms  fixed  by  the  by-laws  of  the  company  for  the  signature 
and  payment  of  the  shares,  all  the  shares  are  not  taken  or  the  money  for  the  shares 
has  not  been  fully  paid  up,  and  the  founders  do  not  desire  and  the  statutes  do  not 
oblige  them  to  take  the  balance  of  the  shares  upon  themselves,  the  company  is 
declared  as  not  having  been  formed,  and  the  privileges,  if  any  were  granted  to  the 
company,  are  canceled.  Exception  is  made,  however,  in  the  case  wihen,  upon  the 
general  consent  of  the  shareholders,  it  is  recognized  possible  either  to  limit  the  actual 
collection  of  the  capital,  or  in  proportion  to  it,  to  decrease  the  programme  of  the 
enterprise;  either  of  these  solutions,  however,  requires  the  sanction  of  the  Govern- 
ment. 

SEC.  2155.  Companies  already  existing  which  have  started  their  operations,  whether 
privileged  companies  or  companies  with  special  advantages  and  which  as  such  have 
received  a  permission,  may  terminate  their  operations  either  at  the  expiration  of  the 
period  fixed  in  the  statutes,  when  decided  at  a  general  assembly  of  the  shareholders, 
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or  even  before  the  expiration  of  the  period  fixed  in  the  statutes,  when  at  a  general 
assembly  of  the  shareholders  it  is  found  necessary  to  wind  up  the  affairs  of  the  com- 
pany, and  the  obligations  it  may  have  taken  with  the  public  or  with  private  indi- 
viduals, according  to  the  nature  of  these  obligations,  do  not  prevent  the  affairs  from 
being  liquidated. 

SEC.  2156.  Should  the  affairs  of  a  company  be  liquidated  the  patent  right  or  special 
advantage  which  has  been  granted  to  it  ceases  at  the  time  the  company  ceases  to 
exist  even  should  the  term  of  the  privilege  not  have  yet  expired,  but  the  action  of 
the  privilege  or  special  advantage  ceases  even  before  their  expiration  if  the  company 
has  not  commenced  to  exploit  the  special  privilege  during  the  term  fixed  in  the  com- 
pany's statutes,  even  if  it  is  proved  that  this  was  not  the  fault  of  the  company, 
and  when  it  is  found  impossible  to  extend  the  term  of  the  privilege  or  advantage 
without  detriment  to  the  public  or  causing  damage  to  a  third  party. 

SEC.  2157.  In  all  the  cases  mentioned  when  patent  rights  or  special  advantages  cease 
or  when  the  affairs  of  the  company  are  liquidated  the  formal  publication  must  be 
made  by  the  department  or  ministry  to  which  by  its  nature  the  affair  belongs 
through  the  existing  senate,  and  besides  this  the  company  itself  advertises  its  liqui- 
dation in  the  newspapers  for  the  information  of  its  shareholders  and  other  oersons 
who  may  have  an  interest  in  the  company. 

B. — Particular  Regulations  as  to  the  Formation  and  Means  of  Action  of  Companies. 

SEC.  2158.  The  formation  and  means  of  action  of  each  company  organized  upon 
stipulated  rules  described  in  section  2139  and  those  following  are  determined  by 
special  conditions,  the  details  of  which,  as  well  as  further  additions  relating  to  the 
kind  and  requirements  of  the  enterprise,  are  made  the  object  of  the  company's 
by-laws.  In  order  to  insure  shareholders  and  the  public  of  the  basis  of  these  condi- 
tions the  following  limits  and  rules  must  be  observed: 

(a)   The  term  for  bringing  the  enterprise  into  operation. 

SEC.  2159.  When  some  special  advantage  or  an  exclusive  privilege  is  desired  for  a 
company  while  the  company,  on  account  of  the  nature  of  the  enterprise  (such  as,  for 
instance,  construction  of  water  conduits,  railways,  etc. ),  can  not  commence  its  direct 
operations  before  it  has  erected  its  works,  machines,  etc.,  and  the  founders  are 
obliged  to  stipulate  in  the  statutes  the  time  when  the  company  must  absolutely 
bring  the  enterprise  into  full  operation  after  having  erected  all  the  auxiliary  works. 
If  at  the  expiration  of  the  term  the  proper  ministry  or  chief  department  obtains 
formal  attestation  showing  that  the  company  did  not  accomplish  its  obligations,  the 
ministry  then,  basing  itself  upon  the  provisions  stipulated  in  the  foregoing  para- 
graphs, may  either  order  the  liquidation  of  the  company  or  extend  its  privileges. 

(o)   The  form  and  price  of  a  share  and  the  manner  of  their  distribution  and  transfer. 

SEC.  2160.  For  all  companies,  without  exception,  which  were  formed  after  the 
provisions  published  on  December  5,  1836,  only  one  kind  of  share  is  allowed,  namely, 
a  share  indicating  the  exact  name  of  the  person  to  whom  it  is  granted,  his  profession 
or  name,  Christian  names,  and  surnames.  Shares  delivered  simply  to  bearer  are 
prohibited.  The  prices  of  shares  is  determined  for  each  company  separately  in  its 
own  statutes. 

SEC.  2161.  The  value  of  the  shares  is  paid  up  according  to  their  price  and  to  the 
requirements  of  the  enterprise,  either  in  full,  upon  the  formation  of  the  company,  or 
in  fractions,  up  to  a  stipulated  term.  In  companies  where  the  full  formation  capital 
is  necessary  at  the  beginning  in  order  to  insure  success  to  the  enterprise  and  to  exactly 
execute  the  obligations  of  the  company  at  a  fixed  time,  the  full  payment  of  the 
shares  is  necessary.  In  all  other  companies,  where  only  a  part  of  the  formation  cap- 
ital is  required  up  to  a  certain  time,  part  payments  of  the  snares  is  allowed. 

SEC.  2162.  The  term  and  first  payment  on  the  shares  must  be  stipulated  in  the  com- 
pany's statutes.  The  determination  of  the  terms  of  payment  and  the  amount  of 
instalments  to  IK-  paid  as  the  requirement  of  the  enterprise  may  necessitate  must  be 
fixed  by  the  lx>ard  of  directors  of  the  company  or  at  the  general  assembly  of  the 
shareholders,  as  it  may  be  stated  in  the  statutes.  In  this  last  case  the  time  of  pay- 
ment and  the  amount  of  each  payment  must  be  published  in  the  newspapers  at  least 
3  months  in  advance. 

SEC.  2163.  AVhen  instalments  on  shares  are  allowed  a  receipt  is  granted  for  the  first 
payment,  which  receipt  must  also  contain  the  ensuing  payments.  Upon  the  full 
anionntof  the  slum-  being  paid  the  receipt  is  returned  to  the  direction  of  the  company, 
which  replaces  it  by  the  original  share.  Up  to  that  time  the  receipt  takes  the  place  of 
theehare,  and  the  holders  of  these  receipts  enjoy  all  the  privileges  and  responsibilities 
of  shareholders;  but  in  no  case  can  the  shares  be  delivered  until  they  have  been  paid 
up  in  full.  Receipts  are  not  allowed  to  be  made  out  to  bearer. 
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SEC.  2164.  Holders  of  receipts  who  have  let  pass  the  terms  fixed  for  payment  of 
instalments  without  making  the  necessary  payment  on  the  shares  lose  their  right  to 
the  shares,  and  the  instalments  already  paid  by  them  on  such  shares  become  the 
property  of  the  company,  which  has  the  right  to  cancel  these  shares  and  to  issue  new 
ones  in  their  stead. 

SEC.  2165.  The  founders  of  a  company  have  the  right  to  place  a  certain  number 
of  shares  in  their  favor,  but  on  condition  (1)  that  the  number  of  the  founders' 
shares  does  not  exceed  one-fifth  of  the  total  number  of  shares,  and  (2)  that  the  shares 
intended  for  the  founders  should  be  separated,  numbering  from  No.  1,  and  should 
be  inserted  according  to  their  numbers  in  a  book  with  foot  leaves  (in  French  "a 
tatons"),  delivered  to  the  foundators  upon  the  provisions  prescribed  in  the  follow- 
ing paragraph  (2166),  which  describes  the  manner  of  keeping  this  book. 

SEC.  2166.  The  rest  cf  the  shares,  after  deducting  those  retained  by  the  founders, 
are  distributed  among  those  who  are  desirous  of  obtaining  them  in  the  following 
manner: 

(1)  After  receiving  the  permission  of  the  Government  relative  to  the  granting  of 
the  statutes  the  company  publishes  in  the  newspapers  the  number  of  shares  to  be 
disposed  of,  their  price,  and  whether  they  are  to  be  paid  up  in  full  or  by  instalment; 
the  time  of  the  opening  and  closing  of  the  subscription,  and,  finally,  the  number  of 
the  shares,  according  to  the  statutes,  which  can  be  in  the  possession  of  one  share- 
holder.    The  time  for  the  closing  of  the  subscription  can  not  be  made  earlier  than  6 
months  from  the  date  of  the  advertisement,  in  order  that  the  inhabitants  of  distant 
provinces  may  also  participate  in  the  affairs  of  the  company. 

(2)  Demands  for  shares  may  be  made  in  person  or  through  the  mail,  and  are 
inserted  in  a  special  book  kept  in  the  manner  prescribed  below  (in  clause  5). 

(3)  When  the  term  fixed  for  the  subscription  expires  the  assignment  of  shares  is 
effected  according  to  the  measures  of  demand,  and  the  same  are  inserted  in  the  book 
of  shareholders  (mentioned  in  clause  5  of  the  present  paragraph),  after  which  the  date 
fixed  for  the  next  instalment  is  published  in  the  newt-papers,  as  well  as  the  term 
fixed  for  the  delivery  of  the  shares  themselves,  or  when  the  shares  have  not  been 
paid  up  in  full  at  one  time  the  date  of  the  issuing  of  preliminary  receipts  is  advertised. 

(4)  The  founders  keep  two  sets  of  books — one  for  the  insertion  of  the  shares  and 
demands  therefor,  the  other  for  the  insertion  of  the  amounts  paid  on  the  shares. 
Both  these  books  are  prepared  by  the  founders,  to  whom  the  company  when  it  is 
finally  formed  returns  the  expenses  incurred  thereon.     The^e  books  are  presented 
either  to  the  town's  hall  or  some  such  institution  for  the  affixing  of  the  tape  and  seal 
and  for  the  attestation  of  signatures  on  the  receipts,  in  accordance  with  the  provisions 
generally  observed  when  foot-leaf  books  are  delivered  by  the  Crown. 

(5)  The  book  for  the  inscription  of  shares  must  show,  first,  the  shares  separated 
in  favor  of  the  founders,  beginning  with  No.  1  (sec.  2165)  and,  further,  the  shares 
or  receipts  issued  for  installments  paid  on  such  shares.     On  the  opposite  sheets  on 
which  are  inserted  the  shares  or  the  receipts  therefor  must  be  inscribed  the  demands 
made  for  shares,  in  the  order  the  demands  were  made,  as  well  as  the  name,  profes- 
sion or  rank,  and  places  of  residence  of  the  subscribers. 

(6)  The  book  kept  for  the  insertion  of  the  amounts  is  kept  as  follows:  (a)  On  the 
left  side  from  the  fold  of  the  book  are  inserted  the  dates  and  the  sums  received  on 
account  of  the  shares,  the  founders  being  authorized  to  insert  each  payment  sepa- 
rately or  to  insert  on  one  page  the  total  sums  received  each  day,  but  they  must  state 
whether  the  amounts  paid  are  for  shares  or  for  receipts  on  account  of  a  special  num- 
ber of  shares;  (b)  each  list  must  state  the  numbers,  which  must  follow  in  their  regu- 
lar order;  (c)  each  list  must  be  subscribed  by  all  the  'founders,  who  are  jointly 
responsible  for  the  safekeeping  of  the  money  received  and  who  are  therefore  bound 
to  watch  over  each  other;   (d)  on  the  side  of  the  sheet  opposite  the  receipts  are 
inserted  the  amounts  debited,  in  special  lists  each  time,  of  sums  paid  in  to  the  credit 
in  the  name  of  the  company,  according  to  the  rules  set  forth  in  clause  7,  indicating 
in  each  list  the  number  of  receipts  of  moneys  received  and  the  time  of  their  receipt. 

(7)  Amounts  paid  to  the  founders  for  the  shares  on  account  of  receipts,  on  attain- 
ing the  sum  of  300  rubles,  must  be  sent  immediately  with  the  communications 
relating  thereto,  signed  by  all  the  founders,  to  one  of  the  credit  establishments  for 
safekeeping  and  they  may  bear  interest,  and  remain  thus  until  they  are  required  for 
the  purposes  described  in  the  statutes. 

(8)  The  two  books  above  mentioned,  in  order  to  be  uniform,  must  be  kept  by  one  of 
the  founders  chosen  among  them  for  this  purpose,  or  when  there  are  only  two  found- 
ers, according  to  lots  drawn,  or  with  an  understanding  between  them.     On  this 
founder  devolves  the  duty  of  delivering  the  shares  and  receipts,  as  well  as  of  receiv- 
ing the  money  therefor  and  the  safekeeping  in  credit  bank  notes,  under  the  general 
responsibility  of  all  the  founders  for  any  irregularity  or  improper  action  in  case  he 
should  come  to  fail. 
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(9)  The  founder  is  obliged  to  keep  both  the  books  open  to  the  inspection  of  the 
shareholders,  in  order  that  the  latter  may  assure  themselves  that  the  books  are  kept 
in  proper  order.     The  shareholders  have  the  right  also  to  assure  themselves  that  the 
founders  have  the  full  amount  of  money  paid  to  them  in  their  possession  in  bank 
notes.     For  the  inspection  of  the  books  certain  hours  are  fixed  every  day,  excepting 
holidays.     This  information,  stating  the  hours,  must  be  published  in  the" newspapers 
for  the  general  information  of  the  shareholders. 

(10)  Independently  of  the  inspection  of  the  books  and  sums  received  by  the  share- 
holders, the  founders  are  bound,  not  less  than  once  every  3  months, "to  call  the 
shareholders  to  verify  the  above-named  books  and  amounts  of  monev  received  by 
them.     This  examination  is  limited,  however,  (1)  to  the  inspection  of  the  book  in 
which  is  kept  the  account  of  the  shares  disposed  of,,  the  number  of  which  is  seen 
by  their  consecutive  numbers,  and  (2)  whether  the  total  amount  received  on  the 
shares  amounts  to  the  number  of  shares  sold  or  to  the  amounts  received  as  instal- 
ments on  the  shares,  and  that  these  amounts  have  been  turned  into  bank  notes,  as 
well  as  that  the  total  amount  received  is  intact,  for  which  the  money,  if  kept  on  the 
spot,  must  be  counted.     This  examination  must  be  effected  at  one  sitting;  an  inser- 
tion to  this  effect  must  be  made  in  the  book,  stating  the  place  where  and  the  time 
when  the  examination  took  place.     This  manner  of  inspection  must  be  continued 
until  the  company  is  fully  organized.     The  management  of  the  company,  which 
receives  from  the  founders  the  money  and  the  books,  is  obliged  to  make  known  the 
place  where  the  books  have  been  delivered. 

SEC.  2167.  The  holders  of  shares  and  preliminary  receipts  on  shares  may  dispose 
of  them  in  the  same  manner  as  that  prescribed  for  the  disposal  of  any  other  property, 
but  with  the  following  limitations:  Shares  or  receipts  of  money  paid  on  account  of 
shares,  during  the  lifetime  of  the  holders  may  be  transferred  to  other  parties,  but 
not  otherwise  than  with  an  indorsed  transfer,  which  must  be  noted  by  the  com- 
pany's management;  and  should  these  shares  or  receipts  become  the  property  of 
other  parties  through  inheritance  or  by  will,  the  transfer  is  indorsed  by  the  man- 
agement of  the  company. 

SEC.  2168.  In  all  the  cities  of  the  Empire  where  brokers  are  to  be  found  the  fol- 
lowing rules  must  be  observed  for  the  mortgage  of  shares  and  interest-bearing  bonds: 
(1)  The  person  making  the  loan  on  shares  or  interest-bearing  bonds  transfers  the 
same  to  the  person  who  advances  the  money,  together  with  a  letter,  which  gives  him 
the  right,  in  case  of  the  nonpaymentof  the  capital  and  interestata fixed  date,  todispose 
of  the  said  shares  or  interest-bearing  bonds  according  to  his  option,  namely,  either  to 
sell  them  to  some  other  person  or  to  retain  them  for  himself  at  their  value  on  exchange, 
and  should  it  occur  that  the  sale  of  the  shares  or  interest-bearing  bonds  does  not 
refund  the  amount  loaned  on  them,  the  person  who  borrowed  the  money  binds  him- 
self to  make  good  the  difference;  (2)  the  lender  issues  a  certificate  in  which  he  states 
that,  as  guaranty  for  certain  amounts  of  money  loaned,  he  has  received  such  and 
such  shares  or  bonds,  which,  upon  the  return  of  the  money  lent  by  him,  he  binds 
himself  to  surrender  to  the  borrower,  but  that  if  the  money  lent  by  him  is  not 
returned  he  shall  have  the  right  to  retain  the  shares  or  bonds  for  himself  or  to  sell 
them  at  their  exchange  value;  (3)  and  the  person  who  has  received  the  money, 
according  to  the  statutes  of  the  company,  together  with  the  shares  or  bonds,  hands 
to  the  money  lender  a  declaration  addressed  to  the  management  of  the  company  for 
the  transfer  of  such  shares  or  bonds  to  the  name  of  the  money  lender;  other  shares  are 
transferred  by  written  indorsements,  and  bonds  to  bearer  require  no  indorsement; 
(4)  operations  effected  as  loans  on  shares  or  bonds  must  follow  the  rules  prescribed 
in  paragraph  639  of  the  commercial  laws. 

C. — Reserve  Fund  and  Dividends. 

SEC.  2169.  Companies  are  allowed  to  organize  a  reserve  fund  on  condition  that  a 
portion  of  the  remains  which  determine  the  net  profits  should  be  fixed  for  the  reserve 
fund,  either  by  the  company's  statutes  or  by  a  resolution  of  the  general  assembly  of 
shareholders.  At  this  general  assembly  the  dividends  must  also  be  determined. 

SEC.  2170.  Should  a  shareholder  not  present  himself  for  the  receipt  of  his  dividends, 
the  same  is  kept  in  the  treasury  of  the  company  during  a  period  of  10  years,  to  be 
personally  claimed  by  the  shareholder  or  by  his  heirs;  after  a  period  of  10  years,  if 
such  dividends  have  not  been  claimed,  they  are  either  added  to  the  reserve  fund  or 
divided  among  the  shareholders,  according  to  the  provisions  of  the  statutes. 

THE  RIGHTS  AND  RESPONSIBILITIES  OF  SHAREHOLDERS. 

SEC.  2171.  The  rights  of  shareholders,  according  to  the  number  of  shares  they 
possess,  to  be  present  at  the  general  assembly  of  the  company  and  to  participate  in 
the  discussions  of  the  assembly,  with  a  number  of  voices,  according  to  the  number 


324      INDUSTRIAL    COMMISSION: — COMBINATIONS   IN    EUROPE. 

of  shares  belonging  to  one  person,  as  well  as  the  cases  and  means  of  participation  of 
representatives  with  full  power  from  the  shareholders,  at  the  general  assemblies, 
must  be  specially  determined  in  the  statutes  of  each  company. 

SEC.  2172.  Inasmuch  as  the  responsibility  of  the  company  is  limited  to  the 'money 
paid  on  the  shares,  therefore,  in  case  of  the  failure  of  the  enterprise,  or  should  there 
be  claims  brought  against  it,  all  the  shareholders,  as  well  as  the  directors  of  the  com- 
pany, are  responsible  but  for  the  amount  of  shares  they  possess  in  the  enterprise,  and 
can 'not  be  forced  in  any  way  to  answer  for  debts  which  the  enterprise  may  have 
contracted. 

SEC.  2173.  In  case  a  shareholder  is  declared  bankrupt  for  debts  owed  to  the  Crown 
or  to  private  parties,  the  capital  paid  by  him  for  his  shares  remains  the  direct  prop- 
erty of  the  company,  but  the  shares  which  are  in  his  possession,  considered  as  his 
personal  property,  as  well  as  all  profits  thereon  still  unpaid,  are  placed  in  the  hands 
of  his  creditors  for  the  satisfaction  of  his  debts. 

D. — The  Manner  of  Administering  the  Company. 

SEC.  2174.  All  companies  at  first  are  administered  by  the  founders,  and  when 
formed  by  the  board  of  directors  of  the  company. 

SEC.  2175.  The  founders  of  the  company  administer  its  affairs  only  up  to  the  time 
when  the  company  is  definitely  formed;  that  is  to  say,  until  the  time  when  all  the 
shares  are  subscribed  and  payment  on  them  is  made,  whether  in  full  or  only  pre- 
liminary instalments  have  been  made,  after  which  time  the  general  assembly  of 
shareholders  elect  members  of  administration  or  directors,  among  which  may  also 
be  elected  the  founders.  The  choice  of  the  members  of  administration,  as  well  as 
the  term  for  which  they  are  appointed  and  the  manner  of  their  election,  must  be 
determined  in  the  statutes  of  the  company. 

SEC.  2176.  The  administration  of  the  company  having  obtained  the  subscription 
books  from  the  founders,  they  must  verify  the  accounts  and  take  over  the  books  and 
accounts  from  the  founders.  The  subscription  book  remains  to  show  to  whom  and 
in  what  number  shares  have  been  granted.  The  administration  gives  the  founders 
a  receipt  for  the  books  as  having  been  verified. 

SEC.  2177.  No  person  whatever,  whether  the  inventor  of  the  patents  which  are 
being  exploited  by  the  company  or  one  of  the  former  founders,  etc.,  has  the  right 
to  claim  continual  membership  in  the  administration. 

SEC.  2178.  The  administrative  board  disposes  of  the  affairs  and  capital  of  the  com- 
pany, not  otherwise  than  based  upon  the  provisions  granted  in  the  statutes,  which 
must  absolutely  determine  up  to  what  amount  of  capital  the  administrative  board  may 
dispose  of  without  convoking  a  meeting  of  the  shareholders,  which  may  authorize  it  to 
effect  expenditures  for  the  affairs  of  the  company.  Sums  of  money  which  may  be 
required  for  the  enterprise  and  which  are  placed  in  credit  institutions  may  be  drawn 
for,  but  the  draft  must  be  signed  by  at  least  3  members  of  the  board  of  directors. 
For  this  purpose  each  time  that  there  is  a  change  of  directors  or  of  members  of  the 
board  of  directors  the  late  directors  or  members  of  the  board  must  inform  the  credit 
institutions  of  the  changes  made  in  the  direction  of  the  company,  and  the  signatures 
of  the  new  members  must  accompany  this  information.  This  change  of  directorship 
must  also  be  advertised  in  the  newspapers. 

SEC.  2179.  In  case  of  urgency  the  board  of  directors  may  have  the  right  to  decide 
matters  within  their  power  which  may  require  larger  sums  of  money  than  are  pre- 
scribed for  in  the  statutes,  but  on  the  condition  that  the  members  of  the  board  of 
directors  are  personally  held  responsible  for  their  action  at  the  general  meeting  of 
the  shareholders. 

SEC.  2180.  The  decisions  of  the  board  of  directors  are  put  into  effect  upon  a  major- 
ity of  the  voices  of  the  members  present,  but  only  in  the  case  when  more  than  half 
of  the  members  are  of  one  opinion.  The  resolutions  arrived  at  by  the  board,  when 
more  than  the  half  of  the  members  were  present,  are  likewise  obligatory,  just  as  if 
all  the  members  had  been  present  and  were  of  one  opinion;  but  those  of  the  mem- 
bers who  did  not  side  with  the  majority  are  allowed  to  sign  their  protest  in  the 
journal  kept  by  the  administrative  board.  When  a  decision  is  not  arrived  at,  owing 
to  a  minority  of  voices,  the  case  is  laid  before  a  general  assembly  of  the  shareholders 
for  their  decision. 

SEC.  2181.  The  directors  of  a  company  or  the  members  of  administrative  board 
act  as  the  procurators  of  the  company  and,  therefore,  should  they  commit  any  illegal 
acts  or  exceed  the  power  which  is  given  to  them  they  are  held  responsible  toward  the 
company  according  to  the  statutes  of  law. 

(1)  The  administrative  board  and  general  assembly  of  shareholders  are  the  organs 
of  the  company;  the  association  or  company,  and  not  the  general  assembly  of  share- 
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holders,!  s  the  owner  of  the  property  of  the  company.  The  rights  of  the  general 
assembly  of  shareholders  can  not  be  equaled  to  the  rights  of  the  owners  of  the  enter- 
prise; on  the  contrary,  the  actions  and  limits  of  power  of  the  shareholders  of  the 
general  aaaeohbly  of  shareholders  are  defined  in  the  statutes. 

(2)  The  administrative  board  of  a  stock  company— the  judicial  representative — isthe 
instrument  through  which  the  company  declares  its  civil  rights,  expresses  its  desire, 
within  the  limits  and  in  the  manner  defined  in  the  statutes;  consequently,  if  the 
statutes  of  the  company  require  that  the  decision  of  the  administration  should  be 
effected  by  the  majority  of  voices  of  their  representatives — the  directors — then  only 
such  decisions  receive  a  judicial  force  for  the  company;  a  decision  according  to  a 
majority  of  voices  only  takes  effect  when  not  less  than  3  members  are  present. 

(5)  The  whole  company  and  not  only  the  members  of  the  administration  are 
responsible  for  the  affairs  of  the  company. 

(6)  The  members  of  the  administrative  board  of  an  association  are  responsible 
among  themselves  for  the  losses  caused  to  the  association  through  the  action  or  neglect 
of  the  administrators.     At  the  same  time,  according  to  the  general  rules,  joint  respon- 
sibilities— if  not  especially  determined — give  the  creditors  the  right  to  receive  from 
the  other  members  of  administration  any  portion  of  debt  unpaid  by  any  one  member 
of  the  administration. 

(7)  Not  only  are  the  members  of  administration  but  also  persons  employed  by 
the  administration  held  responsible  to  the  company. 

(8)  The  directors  or  members  of  administration  have  the  right  to  issue  full  powers 
in  the  name  of  the  company,  to  represent  the  affairs  of  the  company,  at  the  courts 
of  justice. 

(9)  The  members  of  the  administration  of  the  company  may  be  represented  at  the 
court  to  take  the  defense  or  to  prosecute  in  the  name  of  the  company,  only  through 
a  person  furnished  with  a  special  procuration  for  this  purpose. 

SEC.  2182.  In  cases  when  it  is  necessary  to  have  the  general  consent  of  the  share- 
holders, as,  for  instance,  to  determine  the  reserve  fund,  to  examine  accounts,  to 
determine  dividends,  to  elect  new  directors  or  members  of  administration,  to  present 
to  the  Government  changes  which  it  is  necessary  to  make  in  the  statutes  of  the  com- 
pany, likewise  concerning  the  question  of  winding  up  the  companv,  or  to  extend  the 
existence  of  the  company  after  the  expiration  of  the  term  for  which  it  was  formed,  or 
such  like  matters,  must,  in  accordance  with  the  company's  statutes,  be  examined 
and  decided  at  a  general  assembly  of  shareholders.  The  date  the  general  assembly 
is  to  take  place  and  the  subject  for  which  it  is  convoked  must  be  duly  announced  in 
the  newspapers. 

SKC.  2183.  All  the  affairs  at  a  general  assembly  pass  not  otherwise  than  through 
the  intermediary  of  the  administration  of  the  company;  consequently,  should  any 
shareholder  desire  to  make  any  proposal  which  would  benefit  the  company,  he 
must  make  such  proposal  to  the  administration,  and  the  latter,  after  examining 
it,  proposes  it  to  the  general  assembly  of  shareholders,  if  it  is  found  worthy  of 
consideration. 

SEC.  2184.  The  resolutions  arrived  at  by  the  general  assembly  of  shareholders 
obtain  obligatory  force  when  they  have  been  arrived  at  by  a  majority  of  three- 
fourths  of  t lie  members  present  at  the  general  assembly  of  shareholders,  calculating 
their  voices  according  to  the  number  of  shares  they  represent,  based  upon  paragraph 
2171,  which  must  be  defined  in  the  company's  statutes. 

Remark. — In  the  cases  when  the  general  assembly  of  shareholders  does  not  take 
place,  because  the  number  of  shareholders  required  by  the  company's  statutes  were 
not  present  at  the  assembly,  or  when  the  majority  of  votes  required  by  the  statutes 
was  not  obtained,  the  board  of  directors  calls  for  a  second  assembly  of  shareholders, 
which  is  considered  legal  independently  of  the  number  of  shareholders  present  at 
the  assembly.  The  suojecte  under  examination  are  in  this  case  decided  upon  the 
simple  majority  of  voices. 

(1)  This  paragraph  simply  determines  the  required  number  of  votes  to  obtain  a 
majority  at  general  assemblies,  but  does  not  indicate  written  forms  of  giving  votes, 
nor  the  manner  in  which  the  journal  is  to  be  kept  nor  the  protocols  of  the  assemblies 
are  to  be  drawn  up. 

E. — Account*. 

SEC.  2185.  The  board  of  directors  presents  its  accounts  to  the  general  assembly  of 
shareholders  at  tixed  dates.  These  dates  are  determined  in  the  company's  general 
statutes.  The  report,  together  with  the  journals,  books,  accounts,  and  other  papers 
pertaining  thereto,  are  presented  in  due  time  by  the  administration,  before  the  gen- 
eral assembly  takes  place,  for  the  preliminary  inspection  of  the  shareholders.  The 
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general  assembly  has  to  confirm  the  accounts,  and  appoints  a  commission  from  among 
the  shareholders  to  examine  the  accounts.  This  is  generally  done  when  the  enter- 
prise of  the  company  consists  in  the  manufacture  of  artistic  articles. 

( 1 )  Shareholders  have  the  right,  before  the  accounts  have  been  presented  to  the 
general  assembly,  to  demand  that  the  accounts  be  shown  to  them  for  their  prelimi- 
nary examination,  and  the  administration  of  the  company  is  bound  to  satisfy  their 
demand  at  the  time  named;  that  is  to  say,  prior  to  the  presentation  of  the  accounts 
to  the  general  assembly;  but  this  demand  may  only  be  made  when  the  accounts  are 
already  made  up  and  before  they  are  presented  to  the  general  assembly. 

(2)  The  claim  of  a  shareholder  to  examine  the  books,  journals,  and  documents  of 
a  company,  at  other  times  besides  that  mentioned  in  the  foregoing  clause,  is  not 
satisfied  unless  accompanied  by  a  writ  from  the  court  of  justice. 

(3)  The  rules  for  the  presentation  and  examination  of  the  books,  journals,  and  other 
documents  relating  to  the  accounts  of  a  company  are  established  according  to  the 
statutes  of  the  Russian  bank  for  foreign  trade,  namely,  through  the  instrumentality 
of  a  council  and  a  specially  chosen  committee  from  among  the  shareholders.     The 
balance  of  the  shareholders  have  not  the  right  to  demand  that  the  books  and  other 
documents  of  accounts  be  opened  to  their  inspection. 

(4)  If  the  report  of  accounts  of  the  administration  includes  the  balance  of  the 
capital  belonging  to  the  company  and  the  participants  of  shares  at  the  general 
assembly  elected  special  deputies  to  examine  the  accounts  of  the  administration  the 
said  deputies  must  also  verify  the  capital  indicated  in  the  accounts. 

SEC.  2186.  The  report  of  accounts  must  be  signed  by  all  the  members  of  the  admin- 
istration and  must  consist  of: 

(1^  A  statement  of  the  company's  capital; 

(2)  A  general  statement  of  receipts  and  expenditures  during  the  period  for  which 
the  accounts  are  rendered; 

(3)  A  detailed  statement  of  expenses  incurred  for  the  maintenance  of  the  admin- 
istration; 

(4)  An  account  of  net  profits; 

(5)  A  statement  of  the  reserve  fund,  when  such  a  fund  exists;  and, 

(6)  A  special  account  of  articles  manufactured,  if  the  company  is  engaged  in  the 
manufacture  of  articles  of  art. 

SEC.  2187.  Has  been  changed,  and  is  included  in  section  2138. 

SEC.  2188.  Should  the  company  liquidate  its  affairs,  the  administration  begins  by 
settling  the  affairs  it  may  have  with  commercial  firms,  and  announces  the  liquida- 
tion of  the  company  through  the  newspapers,  to  the  shareholders  and  to  all  persons 
who  may  have  an  interest  in  the  affairs  of  the  company.  No  shareholder  is  allowed 
to  receive  from  the  company  any  part  of  capital  which  may  be  due  to  him  until  the 
company  shall  have  paid  in  to  the  Imperial  Bank  a  capital  amounting  to  the  sums 
due  by  the  company.  These  obligations  being  once  freed,  the  administration  com- 
mences by  settling  the  shareholders  in  proportion  to  the  amount  they  paid  in  to  the 
company  and  according  to  the  means  of  the  company. 

PART  III. — THE  MANNER  OF  PRESENTING  PETITIONS  FOR  THE  ORGANIZATION  OF  COM- 
PANIES AND  THE  MANNER  IN  WHICH  THEY  ARE  GRANTED. 

SEC.  2189.  Petitions  for  the  establishment  of  stock  companies  are  presented  for 
examination  to  that  ministry  or  chief  department  to  which  the  article  to  be  manu- 
factured has  reference.  Members  from  other  departments  are  invited  to  be  present 
at  the  examination  of  the  applications  made.  This  depends,  however,  upon  the 
kind  of  enterprise. 

Remark. — If,  according  to  the  kind  of  enterprise,  the  minister  and  the  members  of 
the  chief  department  find  points  of  doubt  in  the  statutes  of  the  company  which  is 
petitioning  the  statutes  are  sent  to  the  committee  of  ministers  for  their  decision. 

SEC.  2190.  The  petition  must  be  accompanied  by  a  project  of  the  company  signed 
by  the  founders;  and  if  the  company  is  formed  in  order  to  develop  some  new 
invention  besides  the  project  there  must  also  be  presented,  first,  the  patent  issued 
for  said  invention,  and,  second,  the  act  by  which  the  inventor  has  ceded  it  to  the 
company  which  has  filed  the  petition. 

SEC.  2191.  The  project  of  statutes  must  contain: 

(\\  The  substance  and  object  of  the  enterprise  and  the  profits  expected  therefrom. 

(2)  The  name  under  which  the  company  is  to  be  formed  and  the  town  or  place 
where  the  administration  will  be  situated  (sec.  2148). 

(3)  The  amount  of  capital  and  the  number  and  price  of  the  shares  (sec.  2160). 

(4)  The  manner  of  forming  the  capital,  namely,  whether  the  shares  are  to  be  paid 
up  at  once  or  payments  are  to  be  made  by  instalments  (sees.  2161--2164). 

(5)  The  manner  of  disposing  of  the  shares,  namely,  designating  the  number  of 
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shares  to  be  allowed  to  the  founders  (sec.  2165)  and  the  number  of  shares  which 
may  be  possessed  by  one  shareholder  (sec.  2166). 

(6)  The  manner  of  delivering  the  shares  and  the  manner  of  keeping  the  money 
paid  for  or  on  account  of  the  shares  (sec.  2166). 

( 7}  The  advantages  of  the  company,  if  it  has  any. 

(8)  The  term  for  which  an  exclusive  privilege  or  special  advantage  is  applied  for, 
as  well  as  the  term  of  existence  of  the  company  itself,  if  such  is  determined  in 
advance  (sec.  2146). 

(9)  When  the  company  applies  for  privileges  or  for  special  advantages  it  must 
determine  the  time  during  which  it  will  bring  the  enterprise  into  full  operation  (sec. 
2159). 

(10)  The  obligations,  rights,  and  responsibilities  of  the  company  and  its  share- 
holders (sees.  2171-2173). 

(11)  The  kind  of  trading  patent  it  will  secure,  if  the  article  to  be  manufactured  is 
an  article  of  trade  or  one  relating  to  the  industry  of  factories  or  works  (sec.  2149). 

(12^  The  manner  of  keeping  accounts  (sees.  2185  and  2186). 

(13)  The  manner  of  distributing  the  shares  and  the  formation  of  the  reserve  fund 
(sees.  2169  and  2170). 

(14)  The  manner  of  administering  the  affairs  of  the  company,  the  organization 
designs,  and  degree  of  power  of  the  direction  and  of  the  general  assembly  of  share- 
holders (sees.  2171  and  2184)  and  the  degree  of  remuneration,  if  such  is  to  be  allowed 
to  the  directors  for  their  trouble. 

5^  The  manner  of  examining  misunderstandings  (sec.  2138). 

16)  The  manner  of  winding  up  the  affairs  and  liquidating  the  company  (sec.  2188). 

17)  All  other  conditions  which  according  to  the  nature  of  the  enterprise  may  be 
necessary  (sec.  2158). 

SKC.  2192.  The  project  must  be  accompanied  by  drawings  and  plans  when  the  proj- 
ect can  not  be  made  sufficiently  clear  without  them. 
SEC.  2193.  The  ministry  takes  into  consideration  when  examining  the  projects: 


(1}  Whether  they  answer  legally  all  the  requirements. 


Whether  all  those  who  desire  to  participate  in  the  enterprise  are  sufficiently 
guaranteed. 

(3)  Whether  the  special  conditions  of  the  project  do  not  infringe  the  legal  right  of 
a  third  party. 

SEC.  2194.  Furthermore,  if  the  founders  make  application  for  special  advantages 
for  the  company,  or  some  exclusive  privilege,  the  ministry  takes  into  consideration 
the  importance  of  the  enterprise,  and  the  benefit  which  the  Government  may  reap 
through  its  existence,  as  well  as  the  importance  of  the  capital  invested  to  attain  the 
object  of  the  enterprise,  and  in  consideration  of  the  foregoing  it  is  decided  to  what 
degree  and  for  what  length  of  time  the  privileges  asked  for  may  be  granted.  In  the 
same  manner  it  is  decided  whether  the  company  may  be  exempted  from  paying  the 
trading  certificates,  and  if,  on  account  of  the  nature  of  the  enterprise,  the  company 
may  be  allowed  to  dispose  of  the  shares  on  instalments  or  whether  their  whole  value 
must  be  paid  up  when  purchased. 

SEC.  2195.  If  it  should  happen  that  several  applications  are  presented  for  the  same 
object  by  various  parties  who  desire  to  form  companies  for  the  same  enterprise,  and 
if  the  founders  ask  special  advantages  or  exclusive  rights,  upon  examining  their 
projects,  the  ministry  favors  that  one  which  promises  the  most  public  benefit;  but  if 
there  exists  no  difference  between  the  projects  that  one  which  was  presented  first  is 
granted. 

SEC.  2196.  The  project  of  the  company's  statutes,  when  examined  and  corrected  at 
the  ministry,  which  is  in  communication  with  the  founders,  is  presented  together 
with  the  ministry's  conclusion  either  to  the  committee  of  ministers  when  the  simple 
permission  to  organize  the  company  is  applied  for,  or  to  the  council  of  state  when 
apart  from  the  permission  to  form  the  company  special  advantages  or  exclusive  rights 
are  applied  fur.  In  the  latter  case  the  minister,  upon  presenting  the  application, 
accompanies  his  conclusion  with  a  copy  of  the  clause  of  the  statutes  which  contains 
in  itself  the  privilege  of  the  company,  in  order  that  this  privilege  may  receive  imperial 
sanction. 

SEC.  2197.  Upon  having  received  the  permission  of  the  committee  of  ministers  or 
of  the  council  of  state,  and  imperial  sanction,  the  statutes  of  the  company  in  the  form 
in  which  they  have  received  imperial  confirmation,  upon  being  signed  by  the  found- 
ers, are  put  into  force  and  are  published  in  the  newspapers  through  the  existing 
senate. 

SKI-.  2198.  Projects  which  can  not  be  put  into  effect  because  of  the  rea--  >n  expressed 
in  section  21.">l  are  returned  to  the  applicants  directly  by  the  ministry  without  further 
permission  being  given  them  to  make  application.  In  the  same  manner  projects  are 
returned  in  which  the  founders  refuse  to  make  the  corrections  required  of  them  by 
law,  unless  their  argument  is  found  to  !>.-  satisfactory. 
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PROVISIONS  OF  COMMERCIAL  LAWS  RELATIVE  TO  COMMERCIAL 

ASSOCIATIONS.1 

CHAPTER  I. — GENERAL  CONDITIONS. 

For  the  three  kinds  of  companies  named  in  the  law  (full  partnership  companies, 
companies  with  silent  partners  and  stock  companies)  written  forms  of  agreement  are 
absolutely  necessary  and  only  written  agreements  are  recognized  as  conditions  of  the 
existence  of  such  associations,  such  as  contain  mutual  rights  and  obligations  of  the 
associates,  which  compose  this  "united"  object — the  association.  But,  apart  from 
the  three  kinds  of  associations  recognized  by  the  law,  other  kinds  of  associations  are 
foreseen,  when  two  or  several  persons  unite  to  operate  an  enterprise  in  common, 
which  like  the  others,  do  not  contain  anything  illegal,  their  operations  being  subject  to 
the  law  in  case  of  dissension  among  the  partners.  The  law  does  not  determine  defi- 
nitely these  kinds  of  associaions.  They  are  tolerated  under  the  common  laws,  upon 
the  understanding  that  such  associations  may  exist  without  written  agreements  and 
that  their  recognition  may  take  effect  just  like  any  other  operation  or  enterprise 
which  can  be  legally  proved.  In  the  absence  of  written  agreements,  however,  the 
existence  of  silent  partners  is  not  recognized. 

SEC.  63.  The  companies  recognized  by  the  Russian  law  are:  (1)  Full  companies  or 
"liability  companies";  (2)  companies  without  dormant  partners,  and  (3)  stock 
share-holding  companies  and  full  partnerships. 

(1)  The  agreement  of  a  trading  company  or  partnership  must  be  recognized  as 
such  when  its  object  and  the  article  of  sale  is  included  in  trade  and  intended  for 
trade;  therefore,  breweries,  and  companies  organized  for  trade,  must  be  considered 
as  trading  companies,  but  trading  companies  organized  for  a  period  of  12  months 
with  a  capital  of  900  rubles  can  not  be  comprised  among  trading  companies. 

(2)  The  laws  relating  to  trading  companies  can  not  be  applied  to  companies,  the 
object  of  which  does  not  include  a  trade,  but  the  manufacture  of  goods;  inasmuch  as 
for  this  class  of  association  the  law  does  not  establish  any  special  form  of  conditions, 
therefore  the  silence  of  the  agreement  of  the  partners,  in  which  their  object  and  inten- 
tions can  not  be  doubted,  may  have  the  effect  of  an  agreement  and  may  serve  as  the 
basis  upon  which  one  partner  may  claim  from  another  a  statement  of  account.     In 
the  same  manner  an  understanding  relating  to  a  determined  participation  in  the  sale 
of  goods,  upon  which  certain  losses  are  borne  or  on  which  certain  profits  are  received, 
may,  although  it  does  not  come  under  any  fixed  denomination,  be  admitted  as  a 
partnership;  on  the  contrary,  if  such  a  partnership  contains  nothing  illegal  such  an 
agreement  may  be  considered  as  a  special  kind  of  agreement,  quite  valid  and  legal, 
and  which  must  be  examined  according  to  its  special  contents. 

(3)  In  the  case    of    a  general  trading  enterprise  of  several  persons  organized 
without  written  agreement,  a  partner  in  such  an  enterprise  is  not  deprived  of  the 
right  to  claim  from  the  other  partners  in  the  association  that  right  which  belongs  to 
him  on  the  ground  of  the  very  fact  that  the  enterprise  belongs  to  them  in  common, 
and  in  the  absence  of  basis  leading  to  the  conclusion  that  the  parts  of  the  associates 
are  unequal,  the  parts  of  the  enterprise  are  considered  as  being  equal. 

(4)  When  the  enterprise  or  manufacture  of  a  certain  object  is  undertaken  conjointly 
by  two  or  more  persons  on  their  own  account,  while  these  persons  have,  at  the  same 
time,  undertaken  some  other  enterprise  of  quite  a  different  character,  the  operations 
of  the  company  are  distributed  among  them;  and  in  view  of  the  fact  that  the  action 
of  one  of  the  parties,  executed  in  the  general  interest  of  the  company,  may  be  unknown 
to  the  remainder  of  the  partners,  it  is  necessary  that  an  agreement  be  concluded 
among  them  by  which  it  is  required  that  the  partners  should  render  an  account  of 
their  acts. 

(5)  If  the  agreement  drawn  up  by  the  partners  does  not  contain  a  joint  responsi- 
bility of  the  partners  with  regard  to  the  execution  of  the  obligations  they  have 
undertaken,  the  responsibilities  must  be  divided  among  the  partners  according  to  the 
interest  of  each  one  of  them  in  the  business. 

SEC.  65.  Companies  or  partnerships  organized  for  publishing  books  or  other  scien- 
tific products  are  classed  as  trading  companies,  and  must  as  such,  for  the  division  of 
the  profits  among  them,  observe  the  general  provisions  of  the  law. 

SEC.  66.  Stock  companies  organized  for  navigation  purposes  on  the  Black  Sea,  as 
well  as  firms  trading  on  the  rights  of  full  (liability)  companies,  or  companies  with 
silent  partners,  must  consist  solely  of  Russian  subjects. 

SEC.  67.  Persons  establishing  a  trading  firm  on  the  rights  of  a  full  (liability)  com- 
pany, or  of  a  company  with  silent  partners,  are  obliged  to  present  to  the  city  hall 
(or  some  other  responsible  city  corporation),  and  in  the  cities  of  St.  Petersburg, 

i  Vol.  XI,  sec.  2  of  the  statutes  of  commercial  laws. 
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Moscow,  and  Odessa  to  the  merchants'  corporation,  a  statement  of  the  statutes  regu- 
lating their  company,  and  must  at  the  same  time  issue  circular  letters  to  the 
merchants  in  the  cities  announcing  their  establishment. 

The  provisions  prescribed  in  this  and  other  paragraphs  of  the  commercial  statutes 
relative  to  companies  informing  the  merchants  and  the  merchants'  corporation  is 
necessary  in  all  cases  when  changes  in  the  partnership  of  a  company  with  silent  part- 
ners or  in  the  amount  of  capital  of  the  company  are  to  be  effected;  and  before  pnch 
information  has  been  made  public,  the  company  has  not  the  right  to  surrender  to  the 
silent  partner  or  partners  the  capital  they  had  placed  with  the  company. 

SEC.  68.  The  statement  mentioned  in  section  67  must  describe — 

(1)  The  nature  or  kind  of  company,  whether  a  full  (liability)  company  or  a  com- 
pany with  silent  partners. 

(2)  The  name,  surname,  titles,  and  residence  of  all  the  partners,  as  well  as  of  those 
dormant  partners  who  may  desire  it. 

(3)  The  signature  and  seals  of  those  partners  who  are  empowered  to  manage  the 
affairs  of  the  company. 

(4)  The  amount  of  capital  formed  by  the  partners  and  the  amount  placed  in  the 
enterprise  by  silent  partners. 

SEC.  69.  If  a  trading  firm  is  established  without  observing  the  provisions  observed 
in  paragraphs  67  and  68,  the  person  to  blame  for  the  omission  is  prosecuted  according 
to  the  law. 

Remark. — Merchants  who  do  business  under  the  name  of  a  trading  firm  or  a  com- 
pany when  presenting  to  the  local  administration  the  trading  certificates  they  have 
secured,  must  give  their  signature,  in  that,  apart  from  the  persons  named  in  said 
trading  certificates,  no  other  persons  participate  in  their  trading  firm  or  company. 

SEC.  70.  The  municipal  authorities,  and  in  St.  Petersburg,  Moscow,  and  Odessa 
the  merchants'  corporation,  present,  not  later  than  in  January  of  the  following  year, 
to  the  department  of  trade  and  manufacture,  a  full  statement  of  all  companies  exist- 
ing according  to  the  declarations  which  have  been  made  to  them. 

CHAPTER  II. — RELATING  TO  FULL  (LIABILITY)  COMPANIES. 

SEC.  71.  A  full  company  consists  of  two  or  many  partners  who  have  placed  upon 
one  person  the  right  to  trade  in  the  name  of  all.  This  is  called  a  trading  firm  under 
their  names. 

SEC.  72.  Full  companies  (liability  companies)  are  organized  upon  a  written  agree- 
ment drawn  up  with  the  mutual  consent  of  all  the  partners,  based  upon  the  rules 
relating  to  agreements  and  to  companies  especially,  prescribed  in  the  civil  code. 

SEC.  73.  In  order  to  better  insure  various  kinds  of  trading  enterprises  against  dis- 
orders which  mav  occur  through  the  death  of  the  chief  manager  of  the  company  or 
a  partner  thereof  placed  at  the  head  of  the  company,  it  is  the  duty  of  all  persons 
entering  a  company  for  the  production  of  general  trade  with  a  joint  capital  when 
making  the  agreement  with  a  full  (liability)  company  to  appoint  persons  who  are  to 
continue  to  direct  the  business  of  the  company  until  the  affairs  of  such  a  company 
are  liquidated  owing  to  the  death  of  the  actual  manager. 

SEC.  74.  Persons  who  are  doing  business  under  merchant  certificates,  and  who 
have  the  right  to  cooperate  in  companies,  are  bound  to  make  agreements  and  to  pub- 
lish the  same  in  the  manner  prescribed  for  partners  trading  with  joint  capital,  and 
must  also  appoint  a  person  to  continue  the  management  of  the  business  in  case  of 
their  death,  as  prescribed  in  paragraph  73. 

SEC.  75.  In  both  kinds  of  partnerships  described  in  the  foregoing  paragraph  (74), 
the  appointment  of  a  successor  to  manage  the  business  does  not  need  to  be  announced 
publicly,  but  may  be  written  and  kept  under  sealed  envelope,  which  is  not  opened 
until  the  death  of  the  partner  in  question.  If  this  appointment  is  not  made,  the  law 
follows  the  procedure  prescribed  in  the  civil  laws  (sec.  1238,  remark  1,  relating  to 
rights  of  inheritance). 

SEC.  7<>.  Agreements  concluded  between  partners  on  a  fixed  basis  are  accepted  by 
the  law  if  they  contain  nothing  illegal. 

SEC.  77.  Partners  of  a  trading  firm  (a  liability  company)  are  responsible  in  com- 
mon and  each  one  individually  for  all  the  debts  of  the  firm  with  all  their  property. 

Si:r.  78.  The  partner  in  one  trading  firm  can  not  at  the  same  time  be  a  partner  in 
another  trading  firm  •  liability  company). 

SEC.  79.  The  mutual  obligations  between  the  partners,  their  obligation?  toward 
private  parties  made  in  the  name  of  the  firm  as  well  as  the  term,  whether  limited  or 


eral,  by  means  of  a  circular  letter,  and  have  presented  to  the  prooer  authorities  a 
statement  of  their  mutual  agreement. 
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CHAPTER  III. — RELATING  TO  COMPANIES  WITH  SILENT  PARTNERS. 

SEC.  81.  A  company  with  silent  partners  (in  Russian  these  companies  are  called 
"companies  of  trust")  is  formed  of  one  or  several  persons  who  have  secured  one  or 
several  silent  partners  who  rely  on  the  first  for  certain  sums  of  capital  in  larger  or 
smaller  degree,  which  they  intrust  to  them  for  trading  operations. 

SEC.  82.  In  companies  of  trust  with  silent  partners  the  partners  observe  the  same 
rules  as  are  prescribed  above  in  paragraphs  67-69  and  71-80  for  full-liability  com- 
panies. 

SEC.  83.  The  silent  partners  do  not  take  any  active  part  in  the  company.  Depos- 
itors or  silent  partners  participate  in  companies  simply  with  their  deposits  and  do  not 
enter  into  the  management  of  the  company's  affairs. 

SEC.  84.  Silent  partners,  in  that  quality,  have  not  the  right  to  make  any  obliga- 
tions with  anyone  in  the  name  of  the  firm. 

SEC.  85.  Dormant  partners  who  have  intrusted  their  capital  to  a  company  which 
becomes  bankrupt  are  not  held  responsible  for  any  amount  above  the  capital 
intrusted  by  them  to  the  firm. 

SEC.  86.  When  informing  the  merchants,  through  a  circular  letter,  of  the  formation 
of  a  company  of  trust  (with  silent  partners) ,  as  well  as  when  presenting  to  the  proper 
authorities  a  statement  of  the  company's  agreement  (sees.  67  and  68),  the  names  of 
the  silent  partners  of  the  company  may  be  mentioned  in  those  cases  only  when  it  is 
the  desire  of  the  silent  partners.  But  the  amount  of  capital  intrusted  to  the  com- 
pany by  the  silent  partners  must  be  stated. 

CHAPTER  IV. — RELATING  TO  STOCK  COMPANIES  AND  PARTNERSHIPS  ON  SHARES. 

SEC.  87.  Stock  companies  and  partnerships,  as  well  as  commercial  banks  and  other 
credit  institutions,  are  established  according  to  the  rules  expressed  in  the  civil  code 
or  credit  statutes,  as  the  case  may  be. 

SEC.  88.  The  nature  and  quality  of  shareholding  companies  and  of  partnerships,  as 
well  as  any  special  advantages  granted  to  them  and  the  period  of  time  for  which  they 
are  established,  must  be  stated  in  their  general  statutes. 

CHAPTER  V. — RELATING  TO  "ARTEL"  ASSOCIATIONS. 

SEC.  89.  "Artel"  associations  are  corporations  of  workmen  who  have  mutually 
agreed  on  established  conditions,  in  order  to  assure  themselves  employment,  work,  or 
industry,  which  one  man  alone  could  not  perform. 

SEC.  90.  Artels  may  be  organized  for  the  execution  of  some  continuous  industry, 
as  well  as  for  some  kind  of  temporary  work. 

SEC.  91.  The  formation  of  artels  and  the  manner  of  conducting  their  interior 
affairs,  accepted  by  a  mutual  understanding  of  the  members  or  of  their  statutes  and 
by-laws,  are  confirmed  in  the  regular  manner. 

SEC.  92.  Artels  executing  various  kinds  of  work  at  the  exchange,  custom-houi-v,  in 
the  city  stores  and  warehouses,  and  such  like  premises,  are  called  exchange  artels. 
These  artels  observe  the  rules  prescribed  in  the  following  paragraphs,  93  to  103. 

SEC.  93.  The  exchange  artel  consists  of  trained  workmen  and  apprentices.  Each 
artel  (company)  has  its  board  of  seniors  and  its  treasurers,  elected  every  year  and 
by  not  less  than  one-third  of  the  members  of  the  artel. 

SEC.  94.  New  members  who  desire  to  join  the  association  must  deposit  a  specified 
sum  upon  entering;  and  should  such  candidate  not  possess  the  amount  necessary,  it 
is  retained  from  the  salary  he  will  earn  during  the  year. 

SEC.  95.  Persons  entering  the  associations  who  have  not  paid  in  the  amount  due 
by  them  toward  the  association  are  considered  as  apprentices  until  such  amount  has 
been  paid  up. 

SEC.  96.  Each  artel  entering  the  association  gives  his  signature  to  the  effect  that  he 
will  obey  the  rules  imposed  by  the  association. 

SEC.  97.  In  all  artel  associations,  all  the  members  are  answerable  the  one  for  the 
other  and  are  responsible  for  all  losses  or  damage. 

SEC.  98.  Exchange  artels  work  and  serve  for  an  established  price,  which  is  fixed 
by  their  consent,  with  their  employers. 

SEC.  99.  Exchange  artels  have  insignia  which  they  wear  on  their  coats  or  their 
hats,  in  order  that  everyone  may  see  and  recognize  his  workmen,  without  knowing 
them  personally,  and  may  trust  them  with  any  charge  of  confidence. 

SEC.  100.  An  employer  who  has  secured  the  services  of  an  artel  can  not  employ 
artels  from  another  association  at  the  same  time,  and  if  the  artel  undertakes  the  exe- 
cution of  a  work  which  requires  more  men  than  they  can  produce,  they  are  bound 
to  hire  hands  at  their  own  expense. 
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SEC.  101 .  The  occupation  of  all  persons  belonging  to  an  artel  is,  without  excep- 
tion, one  and  the  same — work  and  service — and  each  member  receives  an  equal  part 
of  dividend  from  the  proceeds  of  such  work;  that  is  to  say,  that  those  who  have  paid 
their  entry  fee  get  full  pay,  while  the  entry  fee  is  deducted  from  the  pay  of  those  who 
had  not  yet  settled  this  fee. 

SEC.  102.  The  seniors  and  treasurers,  who  are  occupied  in  the  management  of  the 
affaire  of  the  association,  get  the  same  share  of  pay  as  the  rest  of  the  members. 

SEC.  103.  The  term  of  service  in  the  exchange-artel  association  is  for  not  less  than 
1  year.  An  artel  is  not  allowed  to  liquidate  until  it  has  accomplished  the  work  it 
had  undertaken. 

SEC.  104.  In  seaports  artel  associations  may  be  formed  to  freight  and  discharge 
vessels.  The  statutes  of  such  associations  must  be  confirmed  by  the  minister  of 
finance,  the  following  regulations  being  observed: 

(1)  Artels  enjoy  no  special  rights  for  enterprises  or  work. 

(2)  Persons  elected  as  seniors  of  the  association  by  members  of  an  artel  can  not 
enter  upon  their  duties  until  they  have  been  confirmed  by  the  local  director  of 
customs. 

(3)  The  local  police  and  director  of  customs  must  be  supplied  with  a  full  list  of 
the  members  of  the  association,  and  the  exclusion  of  a  member  from  the  association 
as  not  worthy  of  the  confidence  placed  in  him  takes  place  upon  the  presentation 
thereof  by  the  governor,  chief  of  police,  or  prefect  of  police,  to  the  association. 

(4)  The  local  government  direction  has  the  right  to  dissolve  an  artel  association  in 
the  case  when  the  manner  of  acting  of  the  association  is  recognized  as  being  contrary 
to  the  statutes  of  the  association  or  to  the  laws  in  force. 
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